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JUSTIFICATION OF THE ESTIMATES 


Mr. Wiuirren. Gentlemen, the committee will come to order. We 
come now to the Agricultural Marketing Service. We shall have pages 
ool to 3534 of the justification included in the record at this time. 
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(The pages referred to follow :) 
PURPOSE STATEMENT 


The Agricultural Marketing Service was established by the Secretary of Agri- 
culture on November 2, 1953, under the authority of section 161 Revised Statutes 
(5 U.S.C. 22), Reorganization Plan No. 2 of 1953, and other authorities. The 
Service aids in advancing the orderly and efficient marketing and the effective 
distribution of products from the Nation’s farms. The domestic marketing and 
distribution functions of the Department are centered in this Service. The Ad- 
ministrator of the Service is also responsible for the coordination of all statisti- 
cal work of the Department. 

The Agricultural Marketing Service carries on the following principal pro- 
grams: 

1, Research and agricultural estimates.—These functions include— 

(a) Marketing research directed toward the development of practical answers 
to problems encountered in moving agricultural products from the farm to the 
consumer, including expanded outlets fer new and established products, reduced 
costs, improved product quality, and improved market equipment and facilities; 

(b) Analyses of the economic situation and outlook for farm products, includ 
ing factors affecting price, supply, and consumption; and statistical studies on 
farm population, costs, prices, and income in their relation to agriculture includ- 
ing causes for variations and trends; 

(c) Crop and livestock estimates including acreages, yields, production, stocks, 
values, and utilization of farm crops; numbers production, value and utilization 
of livestock, and livestock products and such related data on prices received and 
paid by farmers. 

2. Marketing services.—These activities contribute to the efficient and orderly 
marketing of agricultural commodities through— 

(a) Market news service which provides timely and reliable market reports 
on all major agricultural commodities to help farmers determine when, where, 
and at what price to sell their products. 

(b) Inspection, grading, classing, and standardization services to develop 
standards of quality and condition for agricultural commodities and to use them 
in providing an impartial inspection, classing, and grading service. 

(c) Freight rate service to assist in obtaining and maintaining equitable trans 
portation rates and services on farm supplies and products. 

(d@) Regulatory activities covering administration of laws aimed at protecting 
farmers and others from financial loss resulting from deceptive, careless, and 
fraudulent marketing practices. 

3. Payments to States—The Service administers the matched fund program 
for marketing activities carried out through cooperative arrangements by State 
departments of agriculture, bureaus of markets, and similar State agencies. 

4. School lunch program.—Federal assistance is provided to States and terti- 
tories for use in serving nutritious midday meals to children attending schools 
of high school grades or under in order to improve the health and well-being of 
the Nation’s children, and broaden the market for agricultural food com- 
modities. 

5. Special milk program.—Assistance is provided to States for making reim- 
bursement payments to eligible schools and child-care institutions which inau- 
gurate or expand milk service in order to increase the consumption of fluid milk 
by children. 

6. Removal of surplus agricultural commodities and marketing agreements and 
orders.—These activities directly or indirectly tend to maintain prices received 
by farmers and establish and maintain orderly marketing conditions through— 

(a) Removing from the market surplus agricultural commodities through pur- 
chase and donation to eligible recipients, export and diversion payments, and 
distribution of Commodity Credit Corporation donated commodities to eligible 
outlets authorized under section 416; 

(b) Administration of marketing agreements and orders; 

(c) Cooperation with the food trade and others to encourage greater consump- 
tion of abundant foods. 

7. Research under sections 104 (a) and (k) of Public Law 480.—The Service 
reviews and appraises for technical adequacy agricultural marketing research 
projects beneficial to the United States which can be advantageously conducted 
overseas through grants and contracts with foreign research institutions and uni- 
versities. These projects are carried out with foreign currencies under the 
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authority of sections 104 (a) and (k) of Public Law 480, the Agricultural Trade 
Development and Assistance Act of 1954, as amended. The dollar expenses of 
the AMS in connection with this work are paid from the appropriation “Market- 
ing research and agricultural estimates.” A full discussion of the marketing 
research activities conducted under Public Law 480 is included in these explana- 
tory notes under the appropriation “Salaries and expenses (special foreign cur- 
rency prorgam), Agricultural Research Service.” 

8. Work performed for others—The Agricultural Marketing Service also per- 
forms other services for Federal, State, and private agencies on a reimbursable 
or advance-payment basis. These include, among others, the ICA-sponsored 
foreign visitor training program, food planning for defense emergency condi- 
tions, and administration of section 708 of the National Wool Act of 1954 dealing 
with advertising and sales-promotion programs. 

The Agricultural Marketing Service maintains its central office in Washing- 
ton, D.C., but a large part of the program is earried on through State offices for 
agricultural estimates, and functional field branch offices of the several Wash- 
ington commodity and functional divisions located in over 225 cities and towns 
in the various States, Puerto Rico, and Cuba. 

On November 30, 1959 (excluding the offices of the Milk Marketing Adminis- 
trators), there were approximately 8,712 full-time employees, distributed about 
1,989 in the District of Columbia metropolitan area and the remainder in the 
field. In addition, there were about 1,184 part-time and intermittent employees 
primarily in the field. A substantial portion of Agricultural Marketing Service 
employment is financed through revenue from fees, charges, or other assessments 
and through joint financing or other arrangements with States and private 
cooperators. 











Appro- Budget 
priated, estimates, 
| 1960 1961 
5 ge ee ne a 
Appropriated funds: 

Marketing research and agricultural estimates__..............-..-...---- | $15, 412, 500 $16, 571, 500 
I a eee 26, 054, 600 26, 570, 400 
Payment to States, territories, and possessions_..............-.--..-..... 1, 195, 000 1, 195, 000 
SOON IT BRO 8c. ccchacenkenns basen ndegecndbinadnccgeocecs> 


153, 657, 248 150, 000, 000 
196, 319, 348 194, 336, 900 








1 Includes transfers of $43,657,248 and $40,000,000 in 1960 and 1961, respectively, from sec. 32 funds for 
purchase of agricultural commodities for distribution to schools participating in the national school lunch 
program, 


Summary of appropriations, 1960, and estimates, 1961 





Appropriated, | Budget _| Increase (+) 




















Appropriation item | 1960 | estimates, | or de- 
1961 crease (—) 
Pay | 
Marketing research service: | 
Marketing research and agricultural estimates...........- $15, 412,500 | $16,571,500 | +$1, 159,000 
PURER TIN ns ea ath een seme 26, 054, 600 26, 570, 400 +515, 800 
Payments to States and possessions..............-.-----.----- 1, 195, 000 1 DOR OUO. Fait cnaden cea 
nn RIN PU Roc Sp Ca 2 ee eee 153, 657,248 | 150,000, 000 —3, 657, 248 
Perishable Agricultural Commodities Act fund (permanent) 2. 670, 000 CIOGNO Nncctaccdddnntce 
Removal of surplus agricultural commodities (30 percent of | 
customs receipts, permanent) #_........-....---..-----.----- 200, 302,475 | 270,661,000 | +70, 358, 525 
ge Be a 9 a Org a te 7,291,823 | 465, 667, 900 +68, 376, 077 
Deduct permanent appropriations (shown in detail above)....| 200,972,475 | 271,331,000 | +70, 358, 525 
Total (excluding permanent appropriations) _........... 196, 319, 348 | 194, 336, 900 —1, 982, 448 





‘Includes $43,657,248 and $40,000,000 transfer from ‘‘Removal of surplus agricultural commodities’’ in 
fiscal years 1960 and 1961, respectively. 

‘In addition, an unobligated balance of $388,033 is available in fiscal year 1960, and $308,733 is esti- 
mated to be carried forward into 1961. 

5 Excludes transfers of $51,143,890 and $47,339,000 in 1960 and 1961, respectively. In addition, an unob- 


ligated balance of $300,000,000 is available in fiscal year 1960 and $300,000,000 is estimated to be carried 
forward into 1961. 


NoTe.—The above tabulation does not include the availability of fands from the Commodity Credit 
Corporation of $81,000,000 in fiscal year 1960 and $84,000,000 in fiscal year 1961 for reimbursements to eligible 
schools and child-care institutions participating in the special milk program. 
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Mr. Wurrren. We will be glad to have such general statement as 


vou care to give us, Mr. Miller. 
GENERAL STATEMENT 


Mr. Minier. Thank you. Mr. Chairman and members of the com- 
mittee, Iam glad to be with you again today to review the activities 
of the Agricultural Marketing Service and to outline the specific 
proposals « contained in the 1961 budget for expanding and strength- 
ening the important marketing work carried out by this Service. 

Fach year, 414 million farm operators decide what to produce on 
the Nation’s 400 million acres of cropland and 700 million acres of 
pasture, and when to market it. Each year, hundreds of millions 
of consumers decide what to buy in food stores, restaurants, and other 
eating places; in clothing stores and at tobacco counters in the United 
States and around the world. Between farmer and consumer are 
thousands of firms which buy, store, process, package, transport, and 
sell farm products. Countless decisions by farmers, businessmen, and 
consumers largely make the prices farmers get for the products they 
sell, 

The Agricultural Marketing Service uses a broad span of programs 
to help expand markets for our farm-produced foods and fibers and 
make the distribution and marketing of these products from farm 
to market to consumer more efficient and economical. 


WORK PROGRAMS 


The committee knows the general purposes of the Agricultural 
Marketing Service. However, for the record I will review briefly its 
overall work programs. The market analyses and outlook services 
help farmers choose the more profitable lines of production and make 
it easier for the marketing system to do a more effective and economi- 
cal job of distribution. The ce and livestoc k estimating program 
provides the basic facts on the Nation’s farm production, acreages, 
vields, farm prices. employment, and wage rates. This knowledge 
is essential to all of us. 

In the search for more economical or more effective ways of doing 
the marketing job, the marketing-research program in cooperation 
with farmers, land-grant colleges, and the agricultural trades, attacks 
marketing pt whilenis on a broad front. The research covers all steps 
of the off-farm movement of farm products. It undertakes to help 
locate and develop new markets and expand existing ones, seeks out 
answers to market quality maintenance and waste reduction questions, 
gives answers to market organization and cost questions, and works 
out new ways to handle, transport, process, and sell farm products. 

The Federal-State market news service daily flashes wp-to-the- 
minute price and volume information to both producers and pur- 
chasers of commodities being sold at hundreds of marketing points. 
Information on spot-prices, commodity movement, and product qual- 
ity, as well as price and volume data, is important to the smooth day- 
to-day functioning of our marketing system. 

The nationwide inspection, classing, grading, and stand: an 
services establish and apply uniform standards of quality which fa- 
cilitate orderly marketing and assist in maintaining product quality. 
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The various regulatory programs assure orderly trading and fair 
play in marketing and protect producers and handlers from loss due 
to deceptive, areless, or fraudulent marketi ing practices. 

Through freight rate services, farmers and handlers are helped to 
obtain fair and reasonable transportation rates and services for farm 
products and supplies. 

The Agricultural Marketing Service also administers several pro- 
grams which have important impact on the overall agricultural econ- 
omy—the national school lunch program, the speci ial milk program, 
and the program for donation of surplus agricultural commodities 
toschools, charitable institutions, and the needy. 

Plentiful foods promotion assists in focusing consumer attention 
on commodities where increased sales are needed, and mar keting agree- 
ments and orders regulate and improve the marketing of fluid milk, 
vegetables, and fruits. 

Much of the marketing research and service work discussed above 
is used and tested in actual marketing situations through Marketing 
Service projects carried on by means of a matching-fund arrange- 
ment with the State departments of agriculture. This program con- 
tinues to prove effective in bringing “about practical improvements 
in agriculture. 

BUDGET PROPOSALS 


The proposals reflect the Department’s desire to strengthen the 
marketing research and crop and livestock estimating activities and 
to improve supervision and administration of certain regulatory ac- 
tivities for which the Agricultural Marketing Service is responsible. 

A constant review is carried out to determine which lines of work 
should be discontinued, reduced, or expanded. In addition to such 
changes as can be made in 1961 within the present available resources, 
to carry out the total program planned for the 1961 fiscal year, a net 
increase of $1,674,800 will be needed under the “Marketing research 
and service” appropriation. This amount includes $311,300 to cover 
employee health benefit costs and also takes into account a reduction 
of $45,200 for leasing costs to be assumed by General Services Admin- 
istration in 1961. 


MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 


-\n increase of $1,159,000, including $103,000 for employee health 
benetit costs, is requested for the “Marketing research and agricul- 
tural estimates” subappropriation in the 1961 budget. 

About half of the inerease, or $503,200, is proposed for strengthen- 
ing and expanding marketing research. Further research is needed 
to improve methods and instruments used in the quality grading of 
products; particularly, work needs to be done on improving methods 
for determining pork, beef, and lamb quality; on spinning and in- 
strumentation research related to cotton quality; on improved meth- 
ods and equipment for sampling grain; and on other studies to facili- 
tate buying, selling, and pricing on the farm and in the market 
plac ce. 

Market testing of new and improved uses for agricultural products 
would be stepped up in view of the continuing unprecedented produc- 
tion of farm products. Consumer acceptance and market potential 
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studies cannot be neglected if the benefits of utilization and market- 
ing research are to be fully realized by the public. 

These studies would include investigations of economic factors in- 
volved in new industrial uses of farm products. Other investigations 
would be concerned with assisting growers, processors, and distrib- 
utors interested in new or improved textile and food products in 
choosing the grades and varieties which best meet consumer demands, 

Increased emphasis is needed to gage the impact of vertical integra- 
tion and related changes on market organization and structure as 
well as such practices as country buying, exchange trading, consumer 
packaging at assembly points, and shipping in pallet boxes. In- 
creases are also proposed for developing methods to reduce deteriora- 
tion of farm or food products in marketing channels and to expand 
transportation and facility studies to meet the increased demands for 
information and technical assistance. This work is especially urgent 
in view of the great interest in finding less expensive ways for moving 
produce to markets and for modernizing facilities. 

Also within this subappropriation, the budget proposes an increase 
of $552,800 for much needed work on improving and strengthening 
the crop and livestock estimating service. The importance of strength- 
ening this service program has been repeatedly emphasized by this 
committee. Added emphasis would be provided by this increase for 
expanding the enumerative surveys in 12 Southern States, provide 
for objective measurements of crop development of cotton, corn, wheat, 
soybeans, and tobacco in 24 Southern and North Central States, and 
expanding the crop and livestock estimates program in the new States 
of Alaska and Hawaii. In the latter case, the increase would provide 
for establishing full-time service for Alaska and furnishing more 
substantial Federal support for the program in Hawaii. 

In view of the importance of beginning the improvement program 
for strengthening our crop and livestock estimates in a systematic, 
orderly way, we are not asking for funds to cover additional commodi- 
ties (for example, cane and bushberries) or to provide additional or 
more frequent estimates for certain commodities. We recognize the 
importance of some of the requests of this kind which come to us 
from time to time. However, we feel the more pressing task is to 
strengthen and improve the accuracy of our basic estimating pro- 
cedures. The whole agricultural economy urgently needs this effort. 

The amount requested for economic and statistical analysis ($1,643,- 
500) remains at the same level as the current fiscal year, adjusted for 
employee health benefit costs. No more vital service to the whole 
of agriculture could be cited than our outlook and market analysis 
work, and our statistical programs on farm income, farm population, 
and consumption of farm products. In view of the continuing need 
to limit Government expenditures, however, our requests for increases 
have been restricted to those activities where the need for expanded 
service could not be deferred. 


MARKETING SERVICES 


A net increase of $515,800 is requested for the Marketing Service 
subappropriation. The increase proposed would provide for improved 
supervision for grain inspection by licensees ($85,800), for the more 
adequate carrying out of the Seed Act ($50,450), for increased activi- 
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ties under the Packers and Stockyards Act ($216,450), and for 
covering the cost of employee health benefit program ($208,300). The 
Budget also proposes a decrease of $45,200 reflecting the transfer to 
General Services Administration of certain leasing costs. 

Under the Grain Standards Act, all grain sold by “orade and moved 
in interstate or foreign commerce from or to an ‘inspection point 
must be inspected and graded by an inspector licensed by the De- 
partment. The requested increase for added supervision ($85,800) 
is necessitated by the steady growth during the past few years in the 
number of inspections by inspectors licensed by the Department. 
Actually, despite the need for increased supervision, the proportion of 
grain inspections reviewed has decreased substantially—about 25 
percent—since 1955. 

Part of the $50,450 requested to strengthen enforcement of the 
Federal Seed Act is needed to implement one aspect of the amendment 
approved August 1, 1958—the enforcement of the regulations requir- 
ing the labeling of treated seed. The remainder would be used to 
provide additional assistance to the Minneapolis seed laboratory on 
mandatory testing of seeds offered for importation through North 
Central U.S. ports of entry. 

Under the Packers and Stockyards Act, the increase in yards 
posted—from 630 yards on December 31, 1958, to over 1,900 on Decem- 
ie 31, 1959—has added greatly to the supervisory workload. Some 
funds and personnel can and will be shifted to supervisory activities 
as the present heavy posting and registration begins to level off. 
However, additional m: arketing speci: alists and other technicians are 
needed, principally in the field, to adequately supervise the greatly 
expanded number of markets now posted. Increased investigation 
work under title II of the act is also required to eliminate business 
practices tending to restrict competition or to adversely affect prices 
received by producers or prices paid by consumers. An increase of 
$216,450 in 1961 is proposed to meet these needs. 


POULTRY INSPECTION 


The Agricultural Marketing Service has reviewed its poultry in- 
spection program as directed by this committee in the report on the 
1960 Appropriation Act. Agricultural Marketing Service is con- 
centrating its available appropriated funds on providing full inspec- 
tion at slaughter and evisceration plants. As of January 1, 1960, 
556 eviscer ration and slaughter plants were receiving continuous in- 
spection service, and 80 had indicated that inspec tion service would 
be required before the end of the current fiscal year. Since January 
1, 1959, poultry food products plants have been required to use in- 
spected poultry and to meet all sanitary requirements but have been 
exempt from continuous inspection service under the mandatory pro- 
gram. However, these plants may obtain continuous inspection on a 
fee basis under the voluntary program. As of January 1, 1960, 310 
plants were exempt, of whic ‘h 196 plants were receiving and paying 
for inspection service under the voluntary program. 

The Department believes this arrangement to be consistent with 
special and public benefit concepts. To continue this, at least until 
such time as there is a clearly demonstrated need for a different policy, 
the Department is proposing an amendment to the Poultry Products 
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seeneaon Act which would remove the present time limitation (June 

, 1960) on the Secretary’s authority to exempt plants processing 
sp products from the continuous inspection requirement. Such 
exempted plants would, of course, have to continue to meet the neces- 
sary sanitary standards, to use officially inspected poultry for process- 
ing, and to be subject to official supervisory inspections from time to 
time. We would also continue to offer continuous inspection to such 
processing plants on a voluntary fee-supported basis. This budget 
assumes enactment of the proposed legislation and would continue 
poultry inspection service from appropriated funds in 1961 at the 
same level as in 1960. 


STUDY ON MATCHING FUND PROGRAM 


No changes are proposed in 1961 in the appropriation for the match- 
ing fund program with State departments of agr iculture. 

In accordance with this committee’s request of last year, the Secre- 
tary of Agriculture has appointed a five-man committee composed 
primarily of non-Government personnel to study the value of increas- 
ing emphasis in this area of work. The committee hopes to report its 
findings to the Secretary in April or May and this report, together 
with any additional comment or recommendations which may seem 
appropriate, will of course be transmitted to this committee at the 
earliest possible date. 


SCHOOL LUNCH PROGRAM 


The budget for 1961 proposes a direct appropriation of $110 million 
and a transfer of $40 million from section 32 funds. With the $150 
million budgeted under this item and the amount authorized for the 
special milk program, total direct Federal assistance for schools will 
be at about the same level as 1960. In addition, of course, the schools 
will continue to receive such surplus foods as may be available from 
section 32 purchase programs and from CCC price support inventories. 

During the current year, more than $58 million—$43.4 million from 
the section 32 transfer and $14.7 million from the direct appropria- 
tion—have been used to purchase lamb, beef, pork, turkeys, and var- 
ious canned fruits and vegetables directly for school lunch purposes. 
The section 32 tranfserred funds were used primarily for red meats 
and poultry. The schools are receiving these foods regularly and by 
the end of February purchases are expected to be distributed to the 
States. 

SECTION 32 PROGRAM FUNDS 


The estimated program under this fund for 19611 is projected at the 
1960 level of $110 million. The use of section 32 program funds is, 
of course, contingent pn economic conditions and commodity sur- 
pluses at the time. The budget recognizes this. It indicates that 
“if troublesome surpluses not now foreseen should develop, steps 
would be taken to use additional avail: ble funds for their removal 
or diversion as conditions might warrant. 

Thank you for the opportunity of presenting this statement. Mr. 
Wells and members of his staff are present and will be happy to 
assist me in answering any questions you may have. 
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Mr. Wiurren. Thank you. Do you have a general statement, 
Mr. Wells? 

Mr. Wetts. No, Mr. Chairman. Mr. Miller’s statement covers the 
programs of the Agricultural Marketing Service and especially our 
budget request. 

Scnoot Luncu ProcrRAM 


REDUCTION IN SECTION 32 TRANSFER TO THE SCHOOL LUNCH PROGRAM 


Mr. Wurrren. I would like to direct a few questions to Mr. Miller 
before we pass on. With respect to the school lunch program, this 
committee throughout the years has felt that there has been some foot 
dragging on the part of the Department with reference to the use 
of section 32 funds. We feel that you have for many years failed to 
recognize the constantly growing numbers of schools : aaa the numbers 
of students. We also have been disturbed that, with or without the 
Departmnent’s recommendation, the Budget Bureau is ee ‘tey- 


ing to cut the school lunch program below the preceding year. I 
notice here that you — in effect cut the school lunch i by 
$3,657,248 for next year. Does this represent a continuing determina- 


tion to reduce this eae am as much as you can get by with, or just 
what is it¢ We will get into the school lunch program later, but 
this represents the Secretary's position and that is the reason I direct 
the question to you. 

Mr. Mutter. Are you talking about the authorization of the school 
lunch program ¢ 

Mr. Wuirren. The school lunch program item is $110 million for 
1961, plus $40 million from section 32 funds, so this would cut the 
money available to them in the budget by $3,657,248. Does that repre- 
sent a lack of interest in the program or a continuing desire to further 
reduce it ¢ 

Mr. Miturr. No Mr. Chairman, I don’t think it indicates a desire 
to reduce the amount of money. We have included the figure of $40 
million in lieu of $43 million. We also took cognizance of the fact 
that we might use additional funds under our section 32 program. 

Mr. Wuirren. I am glad to see the Budget Bureau recognize that, 
because there have been many times in recent years where we had to 
have special meetings with the department at the Secretary’s level to 
get them to go ahead and make use of section 32 funds. Congress hav- 
ing had that to do last year saw to it that at least this much was used 
in view of the slowness with which the Department acted in the past. 
At any rate this program is wholly contingent on the Commodity 
Credit Cor poration having such commodities from various places suc h 
as price support programs and on the Secretary issuing an order to 
move into the field. I have seen times when there was not any action of 
the Secretary. This year you have cut it $3,657,000 and I was asking 
why. 

Mr. Miriuer. Well I don’t know, Mr. Chairman 

Mr. Wurrren. That isa true answer. I could not ask you any more. 

Mr. Minier. Just a minute, sir. I do not know that any of us had 
any contemplated intention of reducing the total amount of money that 
would be used under the school lunch program. 
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Mr. Wuirren. You can see that, insofar as any security that the 
school lunch people have, you have reduced that and as far as the Con- 
gress is concerned you have made this reduction. 
~ Mr. Miuurr. As far as the dollars and cents budget is concerned I 
on you are right, but insofar as the total use of funds is concerned 

I don’t think that the problem—Mr. Chairman, I might say that this 
is no indication on our part as to what our attitudes would be toward 
the use of funds. We could I suppose have rounded it at $43 million, 
up to $45 million, or rounded it. down to $40 million. 

Mr. Wuirren. You rounded it the apece way. er time you 
round this one you round it dow 357 
told mea fact when you said you did not know. 

Mr. Murer. This is merely a rounding process, Mr. Chairman, 
that we came up with. We could as easily have set it at $45 million as 
we did at $40 million. There is no indication that there is any inten- 
tion on our part to reduce the amount of money available under the 
school lunch program. 

Mr. Wurrren. You won’t mind my taking this statement with a 
grain of salt, since you said you could have rounded it up to $45 
million as easily as you could have rounded it down to $40 million. 
With the experience of the last few years I believe it would have been 
a lot better to make it $45 million. 

Mr. Mrixrr. It gem have. 

Mr. Wuirren. I do mention this because Congress has expressed 
itself very strongly on numerous occasions. We will get into the 
details of that later. TI felt that this is something that is decided at 
the Secretary’s level and that he should answer. If anyone wishes 
to direct a question to Mr. Miller about the amount, I will be glad to 
recognize anybody at this time. 

Mr. Sanranceto. The number of children in 1959 has increased by 
about 5 percent: is that right ? 

Mr. Mirurr. That is correct. 

Mr. Santancero. According to this justification the highest number 
of children participating in any one month in 1959 was about 12,124, 
464 as compared to a high of 11 492.530 in the vear 1958, or a difference 
of approximately a half a million children. Supplementing what the 
the chairman said and notwithstanding the fact that there was an 
increase of half a million children participating in the program I 
note that a reduction of $3 million was submitted by the Department 
in its budget request. 

Mr. Miter. That is correct, sir. 

Mr. Sanrancero. That is all, Mr. Chairman. 

Mr. Wurirren. Are there any further questions of Mr. Miller on 
this point?) We will get into the details later on. 











SECTION 32 AVAILABILITY AND USE 


Mr. Anperson. In the removal of surpluses of agricultural com- 
modities under section 32 funds about how much was expended last 
year, approximately ? 

Mr. Mitzxrr. Total section 32 obligations in 1959, exclusive of trans- 
fers, was over $121 million—the direct purchases was $108,927,000. 

Mr. Anperson. In other words, you utilized $121 million of the 
authority which you have? 
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Mr. Mitier. The purchases are a part of the $121 million. 

Mr. Anperson. The purchases are part of the $121 million? 

Mr. Muier. That is right. 

Mr. ANDERSON. How much money did we have available in the fund 
which we could have actually utilized ¢ 

Mr. Miuter. $494,261,000, after the transfers to “School lunch 
Interior, and so forth.” 

Mr. AnpersEN. Nearly half a billion dollars laying there for the 
good of agriculture if the Secretary will agree or would see fit to use 
it; is that not about it 4 

Mr. Miter. If he could justify the use of it. 

Mr. ANDERSEN. In other words, he has full authority to use it if 
he saw fit to do so; is that not a fact, Mr. Miller ? 

Mr. Mituirer. That is right. 

Mr. ANpeRSEN. I notice that you state that the use of section 32 pro- 
gram funds is, of course, contingent upon economic conditions and 
commodity surpluses at the time. The Budget recognizes this. It in- 
dicates that— 

If troublesome surpluses not now foreseen should develop, steps would be 
taken to use additional available funds for their removal or diversion as con- 
ditions might warrant. 

Well, now, according to that I would gather that it is the opinion 
of the Department officially that there are not troublesome surpluses 
and no such problems have developed at this time that we might prop- 
erly approach through the expenditure of more of this $494 million; 
is that a correct surmise ¢ 

Mr. Mixuer. Yes. 

Mr. ANDERSEN. At least that is the policy of the Department, and 
Iam speaking about policy. 

Mr. Mitire. Yes, none that the use of this money would have 
affected or would have greatly assisted or that we could judiciously 
use. 

EGG AND PORK PURCHASE PROGRAMS 


Mr. AnpersEN. That is correct. Mr. Miller, we might say this, that 
I think that at least $30 million more could have been expended out 
of that fund and directly disposed of through the school lunch pro- 
gram with good effects shown to the schoolchildren of America and 
also with good effect upon the economy of certain parts of our Nation. 
I refer especially to the egg problem. Back in my district first-class 
eggs are worth about 18, 20, or 21 cents and that shows no profit to 
the producer. While I want to express my appreciation to the De- 
partment for what they have done in this situation, they haven’t gone 
far enough. You people have the authority to expend a whole lot 
more of that $494 million and that is what I want to put into the record, 
and you could have expended more if you cared to do so; isn’t that a 
fact ? ; 

Mr. Minter. Yes. 

Mr. Anpersen. It depends on policy. 

Mr. Mitier. If you can justify it. 

Mr. AnpersEN. You state here that—well, it implies that the De 
partment sees no troublesome surpluses on hand at this time. 
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Mr. Miter. No troublesome surpluses of the kind that this money 
could be utilized in that could be solved with it. I might say that 
we have furnished all the eggs to the school lunch offici: als that they 

can use; all that they have requested under this program. 

Mr. Anpersen. All that they have requested but not all that the 
school lunch or welfare distribution programs could use. 

Mr. Lennarrson. I don’t know under what circumstances—— 

Mr. Anpersen. I will say this. Through the proper expenditure 
of each $5 million last year I believe we have added at least $50 
million to the gross rec eipts of the farmers who produced those eggs, 
In other words, I want to compliment you for what you have already 
done but I don’t think you have gone far enough, Mr. Miller. After 
all, our good chairman has often brought out that here is the fund set 
up to equalize insofar as possible the damage that is done to agricul- 
ture by competing imports coming in. That is why we have $494 mil- 
lion available to help remove from the market these troublesome sur- 
pluses of perishable commodities. Isn’t that a fact? This program 
1s supposed to help our farmers because of these competing imports, } 
That is high-level policy. I am not criticizing you. Mr. Benson 
should be sitting there. I am criticizing him and his decision of not 
being liberal enough in utilizing what he could utilize to hélp our 
famity farmers. The fact that the Congress has given him authority [ 
to utilize this $491 million for not only this but for other commodities 
which might temporarily be at a pretty low level should guide him in 
shaping his policies. I might point to hogs. I think that the school 
lunch program in America could have utilized a tremendous quantity 
of good pork products pumped into that program and I would like 
to have seen that done. I think, Mr. Miller, that when hogs all through 
the Midwest dropped down to $12 or $12.50 and down to $11 and 
$11.50 to the hog producer, that was the time the Secretary should 
have stepped in and called a policy meeting of you gentlemen in the 
Department and thought out whether or not they should not have 
utilized $50 million of the funds that they had on hand to do what 
they could to judiciously purchase worthwhile commodities and put | 
them immediately into the school lunch program for consumption, or 
give them to the needy, put them into West Virginia where these 
coal miners are out of work. Do something to prime the pump, and / 
in my opinion these section 32 funds are devised for the purpose of f 
priming the pump when certain portions of our agricultural economy | 
are in trouble. I say that the Secretary does not use the tremendous 
power that he has in sufficient instances to really do the job, and I | 

say that in all sincerity. I certainly want to compliment you gentle: | 
men on what you have done in relation to the egg market and T think 
you have done a lot of good there. But again ‘T must criticize Mr. 
Benson because he has not gone far enough, not only from the view: 
point of the producer but “also from the viewpoint of millions of 
schoolchildren and poor people on welfare who could have nicely 
used the bacon or pork chops or sausage or the canned pork prodnets 
I have had my say, Mr. Chairman. Thank you. 

Mr. Minter. 1 would like to say again that we have purchased a 
much eggs and furnished as much eggs to the school lunch program 
as has been requested. 

Mr. Anpersen. How much of that particular product was fur 
nished during the last year Mr. Miller? 

Mr. Minter. The amount? 
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Mr. LENNARtTsON. Do you want it in terms of quantity ? 

Mr. AnpDersEN. Yes. 

Mr. Lennarrson. I will have to check on the exact quantity. 

Mr. Anversen. If you will put it in the record. 

Mr. Mitier. Also we have been furnishing ground pork and other 
items to the schools. We have been furnishing as many dried eggs 
as the schools could reasonably use. 

Mr. AnperseNn. I don’t want to be wasting it. 

Mr. Mitier. $14,100,000 worth of dried eggs were purchased last 
year for the school donation program, but nearly half of this was 
carried over in the States for use in the schools this year. 

Mr. AnpersEN. What have you done in the line of turkeys? The 
price of turkeys has not been too exciting. 

Mr. Hotmaas. We provided 21.7 million pounds of turkeys to the 
school lunch program this year. 

Mr. Wuirven. I think it would be well to include the figures at 
this point, since both Mr. Andersen and you have referred to them. 

(The matter referred to is as follows :) 

Quantity and cost of commodities purchased under sec. 6 and sec. 32 transfer and 

estimated distribution to schools of surplus donations, fiscal years 1959 and 1960 


{All figures in millions] 





Fiseal year 1959 Fiscal year 1960 
Commodity | ea 
| Quantity | Cost Quantity Cost 
‘ ; — re gdb soba be te 
Sec. 6 | Pounds | Pounds | 
Apples, sliced 9.8 | $1.0 ‘ | 
Applesauce | 12.6 | BIA ; 
Beans, green, canned... | 15.8 1.7 | 15.4 $1.6 
Cherries, canned : nieg 16.1 | 2.2 
Corn, canned ‘ ‘ aouheel 9.8 | 1.0 | 5 
Grapefruit sections, canned_. 11.3 1.6 14.0 2.1 
Peaches, canned = 26.9 | 3.3 26.0 | 3.1 
Peas, canned. ----- — ene | 16.0 1.5 | 15.9 1.3 
Plums, canned = : | 10. 5 | 1.0 
Tomatoes, canned i foetal 18.5 | 1.8 | 20. 6 | 2.0 
Tomato paste 11.8 1.5 12.0 1.4 
Total__...- ; 132.5 | 14.5 | 130. 5 | 14.7 
Sec. $2 transfer: | | | 
Apples, sliced : - | 9.1 | 1.0 | 9.6 | 1.0 
Applesauce . | 8.0 | I 11.2 1.0 
Beef, ground ; ‘ | 24.3 | 10.3 
Blackberries, canned | 4.2 6 | Pacey 
Corn, canned ae ‘ ‘ | } 13.1 13 
Eggs, dried fa 11.8 SAE Bcc sc miandic si caneoawas , 
Lamb, greund______.._..--- peck doadageees ] . 4} 2 
Pork, ground ; om: Staind boa . 20, 1 9.6 | 18.5 | 8.0 
Pork and gravy, condensed ; Pat 7 27.0 | 13.7 
Curkeys, frozen _....--. chs Shoe 23.7 8.5 2.7% 7.9 
Total Piviricd Sh ists 76.9 34.5 | 125.8 | 43.4 
Total see. 6 and sec, 32 transfer j 5 : 209. 4 19.0 256. 3 | 58.1 
Surplus donations: | 
Oats, GPP ile cede — wheats 4.4 oF. Pe SS ee 
Butter... - 64.6 39.6 68.9 42.3 
Cabbage __- eles in : 3.4 l en ‘ Z 
(Cheese 36.7 13.4 37.6 14.7 
Cornmeal. 2 15.0 7 25.0 | 1.0 
Eggs, dried ; l 1 1.7 ! 
Flour 75.0 4.7 82.0 ; 
loney 2.0 
Milk, nonfat, dry 24.4 4.3 28. 4 | 5,0 
8 oil 3 | < 
Peanut butter 3 6.0 ie 6.0 1.5 
n 20. 0 2.3 21.4 2.5 
lotal . ; cn ahi il ee 249, 6 66.8 273.3 173.9 
ed amounts of butter and cheese made available plus purcha yf dried eggs since submission of 
ial increased surplus don ms from $67.8 llior 
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Mr. Horan. Is that figure on the amount consumed ? 
Mr. Wurrren. The amount purchased and consumed. 


SPECIAL MILK PROGRAM 


Mr. Horan. I am a little confused at this point. I know we will 
discuss the school lunch program much more fully later on in the 
afternoon, but just what is the total in money that this budget antici- 
pates? As I understand it this year we have an authorization for 
$81 million in the special milk program and up to $84 million for the 
next year, and then anticipating $90 million to $100 million for the 
special milk fund authorization for the succeeding years. 

Mr. Miter. I believe the authorization was for the use of $81 mil- 
lion for this year. 

Mr. Horan. In the present fiscal year? 

Mr. Minter. Yes, and we now have two versions that would increase 
the use of Commodity Credit Corporation funds up to $85 million. 
That is for the budget this year, this school year, the current. school 
year. 

Mr. Horan. That is higher than the authorization ? 

Mr. Lennartson. They increased the authorization. 

Mr. Horan. That is the reason I am asking these questions at this 
time. Now Public Law 85-478 

Mr. Miter. It is foreseen we will need about $90 million next year 
to maintain the 4- and 3-cent levels. 

Mr. Horan. That is separate from the $150 million in round figures 
that you have at the present time ? 

Mr. Lennartson. Yes. 





TOTAL CONTRIBUTIONS TO THE SCHOOLS 


Mr. Horan. You mentioned something about donating commodi- 
ties. Is that in addition to these figures? Did you give us a figure 
of $100 million and some odd? 

Mr. Lennarrson. In addition to the direct appropriation of $110 
million and the $43 million transfer from section 32, there are surplus 
commodities being donated in terms of at least $67,800,000. These 
are surpluses from the Commodity Credit Corporation and the section 
32 purchase programs and they are in addition to the procurement 
under the $43 million transfer from section 32. 

Mr. Horan. The total is that we add $150 million in the present 
budget and we add $67 million and we add $80 million. 

Mr. Minter. About $82 million for the milk program. 

Mr. Horan. That is for this year, or is that the budget before us? 

Mr. Lennartson. We are talking in terms of this school year and 
the increased special milk authorization under consideration. 

Mr. Horan. The one we are in now? 

Mr. Lennartson. Yes. 

Mr. Horan. Then the total is well in excess of $200 million. 

Mr. Lennarrson. This year it will run well over $290 million. 

Mr. Muter. Very close to $300 million. 

Mr. Horan. We are approaching this a little bit different and when 
we get into the school lunches we will go into that, but this program 
began under the premise my colleague mentioned, as he says, to help 
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the price structure of the agricultural commodities in a depression 
and underconsumption, and it was thought a good idea to incorporate 
it into hot lunches for the schoolchildren and it is now a dietary 
matter, and we are supplying money to supply products which are 
not surplus, 

Mr. Lennartson. Part of the direct appropriation goes as cash as- 
sistance to the schools for local purchases of foods. Also, a small 
part is used under section 6 to purchase foods acceptable to the schools 
and these may contain items that are not in surplus supply but are 
calculated to give a child the proper diet; that is correct. 

Mr. Horan. Am I correctly informed that none of these moneys 
are to be used for the purchase of equipment in school lunches? 

Mr. Lennarrson. That is correct. 

Mr. Horan. And none of them are to be used to pay the salaries of 
those who prepare and serve the school lunches; is that correct ? 

Mr. Mier. That is correct. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Wuirren. I think for the record we probably should show 
that while the Federal Government is using these various moneys and 
providing the commodities through these various channels, the school 
milk program is separate and independent from the so-called school 
lunch program and that the funds are not interchangeable from one 
to the other. 

Mr. Mitier. No; these are under separate authorities. 

Mr. Wuirren. The section 32 funds and commodities which you 
have provided have been within the discretion of the Department, and 
the Department has in turn made its determination of general condi- 
tions within the country. There have been arguments between this 
committee and you as to the conditions required, and in the final 
analysis it is a Department decision ; is that correct / 

Mr. Mutier. That is correct. 

Mr. Wuirren. And the only funds tied down to the school lunch 
program are the sums we have been discussing, and for 1960 it was 
$110 million direct appropriation and then this transfer of $43 
million. 

Mr. Mitter. That is right. 

Mr. Wuirren. And it is in that category that I point out the 
change. 

Mr. Horan. We should relate it to the capital fund structure and 
the Commodity Credit Corporation. 

Mr. Wuirren. These are not from the Commodity Credit Corpora- 
tion. These are from section 32 funds which are different from the 
Commodity Credit Corporation funds. I think the record might well 
show the total effort, and I am trying to show they are not inter- 
changeable. Further, in some areas they are subject to certain condi- 
tions, and as to whether such conditions exist is left to the discretion 
of the Department. 


Pouutrry Inspection PRoGRAM 


We will now turn to the poultry inspection program. How did you 
come out during the course of the past year? What funds have you 
expended? How many inspectors have you had, and so forth? Give 
us the detailed information about this. 
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Mr, Lennarrson. I will be happy to give you a report on our ex- 
perience under the first full year of the mandatory program. We in- 
spected the equivalent of 6. 4 billion pounds of poultry which, in terms 
of live birds, is 1.6 billion birds. As of December 31 we had 556 
eviscerating and slaughtering plants under complete inspection, with 
a possibility of 80 additional ph ints coming into the program during 
the remainder of this fiscal year 


EXEMPTION OF POULTRY PLANTS 


As indicated by the Assistant Secretary, we started out with a 
policy of exempting the food processing plants which use poultry as 
one ingredient of the product they were making, such as the chicken- 
pie plants, the canning plants, and items of that nature. There are 
about 300 of those types of plants in the United States which are 
subject to the act, and to which we will be required by law to provide 
continuous inspection next year unless the exemption authority is 
extended. We have not had to do that this year. 

Under the exemption authority we exempted all these plants from 
continuous inspection only. We do require them to meet all the 

sanitary requirements, require them to have their labels approved by 

the Department, require them to use officially inspected poultry, and 
we spot check them from time to time in order to assure that they 
are operating in accordance with the regulations. The only thing 
we are not doing is providing continuing inspection at that plant, 
similar to what we do at the eviscerating plant. 

It is interesting to note that despite this, out of the 300 plants, 
approximately 200 have requested voluntary service, for which they 
pay a fee. This is a self-supporting service. So, the great bulk of 
the products being prepared that contain poultry are ‘under volur- 
tary continuous inspection service, and, of course, are permitted to 
use the “Inspected for wholesomeness” label. The additional 100 
exempted plants have not requested continuous inspection and they 
are not permitted to use the “Inspected for wholesomeness” label on 
their products. 

Mr. Wurrren. In that connection, I am frequently told that a lot 
of the demand for inspection in certain areas, such as the poultry 
used in the food processing plants, comes from a desire by the plant 
to carry the label. It then becomes a selling point, and it is of mer- 
chandising value to such plants. That is indicated to a degree by the 
fact that many of them have asked for this kind of inspection. 

Mr. Lennarrson. 200. 

Mr. Warrren. 200 have asked. 

Mr. Lennartson. And about 100 have not. 

Mr. Wuirren. And they are paying for this inspection. 

Mr. Lennartson. That is correct. 

Mr. Wiirren. It appears to me there is little reason for you to have 
full-time inspection at Government expense. Further two-thirds 
hi we asked for it at their own expense, and that would indicate that 

hey recognize the merchandising value of having your stamp upon 
it _ which I believe justifies this committee in going r along and writing 
some restriction on the use of those funds to protect you from being 


forced into this type of inspection in the event that legislation is slow 
voing through. 
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I am not taking any position, but I thought that might be worth 
the consideration of the committee. 

Mr. Marsuanyi. Right along with that some thought, you are carry- 
ing out, Mr. Chairman, there are same people that have called my 
attention to the fact that they used an inspector in the commingling 
of the poultry and meat in making pies. It is being advertised as 
being inspected, because the chicken, the bird is inspected, but the 
other meat is not; is that true? 

Mr. Lennarrson. They would not be permitted under the law to 
indicate on the label that these products had been inspected for whole- 
someness, unless we had continuous inspection of the plant. 

Mr. Marsuauu. So if they are doing that, they are violating the 
existing regulations ? 

Mr. Lennarrson. They would be, and we would like to have that 
reported to us. The product could come from the exempted type of 


plant. 
STAFFING FOR POULTRY INSPECTION 


Going on, I have a few more points that might be pertinent. As 
of Januar y 1 we had a total of 543 veterinarians on the staff who were 
largely being used in a supervisory capacity over 1,044 so-called lay 
inspectors, the nonveterinarians. “These lay inspectors have passed 
qualifying examinations indicating they are qualified to do the in- 
spection job in this particular instance. We were required to add 
something over 1,000 qualified people to the staff. We had quite a 
problem in 1958 as well as in 1959 acquiring the trained people. How- 
ever we are happy to report we were able to meet this problem. 


POULTRY CONDEMNATIONS 


A problem that disturbs us as operators of the Inspection Service 
very frankly is the matter of condemnation of poultry. 

We were required under the criteria which have been established 
under the Poultry Products Inspection Act—and this is the same cri- 
teria used under the voluntary program which had been operating for 
some quarter of a century—to condemn and take out of interstate 
commerce poultry that does not pass inspection. Condemnation has 
averaged 1.63 percent of all the poultry inspeeted. In terms of pound- 
age, that meant 93 million pounds of poultry which, when presented 
to us at the plant, contained disease, or other factors which required 
that it be condemned. This was very disturbing to us. 

As early as March of last year we in AMS took steps to give some 
aid to correcting this problem. We initially went to the disease 
control people of the Agricultural Research Service, who worked with 
us in establishing teams which traced the flocks in which high con- 
demnation occurred. These flocks were traced back to the farm, to 
the source of hatching eggs and the source of the chicks and the type 
of medication used and the type of facility being used at the produc- 
tion level. It was quite clear that when diseased birds are presented 
at the plant it is too late to do anything about it and that corrective 
action had to be taken at the production level. 

These surveys found that disease conditions were the result of poor 
sanitation, inadequate space, poor facilities, drafty houses, improper 
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medication, and, in many instances, the problem could be traced back 
to the breeding flocks. 

We have been rather fortunate, in cooperation with ARS, to get 
a number of States very much interested in this, so that they have 
brought together all the services touching on the poultry production 
in those States—the State colleges, the Extension Service, the veteri- 
nary groups, the trade associations such as the associations of proces- 
sors, the associat ions of feed dealers, and many others. A number of 
States, particularly in the last 6 months, are making some real prog- 
ress in getting at the disease problem at the farm level. 

F rankly, gentlemen, a lot of criticism has been directed at the In- 
spection Service per se because of the relatively high condemnation. 
This is understandable. It is very difficult for an inspector who has 
to condemn for positive and definite reasons as much as 65 percent 
of the birds coming over the line at a particular time to explain this 
to the plant manager and the processor and those who have a direct 
interest in the poultry, In addition to the above activities, the Agri- 
cultural Research Service, on November 6, 1959, called a national meet- 
ing of veterinarians and other technical personnel from land-grant 
colleges, trade associations, breeders, feed organizations, and so forth, 
into the Department. 

They evaluated the problem. The ARS is issuing a brochure of 
information which can be used by all the people at the State and 
the production level in attempting to assist the producer in elim- 
inating this very serious disease problem. The chicken is very sus- 
ceptible to respiratory and other types of diseases of a great variety, 
and these diseases have a tremendous impact on that bird. 

Mr. Wnirren. Mr. Lennartson, I would expect you to take that 
position, in view of the justification of your own operation. But I 
have had telegrams and wires that you were condemning up to 15 
percent in some areas. As a matter of fact, the State veterinarians 
in a number of States insist that you are condemning about twice 
as many birds as your folks say they are required to do. It is also 
true that last week the representatives of a number of States, with 
their own departments of health, and their own State veterinarians, 
had a meeting with the Department. They plan to meet with you again 
tomorrow on the ground that this definition of wholesome goes far 
beyond which is required. They could tell your folks to get out, and 
they could stop paying, which gave them a little bit of bargaining 
power. 

I do not profess to be an expert in this by any manner of means. 
But there was an uproar in my State and I talked to the veterinarian 
in charge. Instead of making a determination that poultry was 
diseased, he said if there was anything irregular about it, he threw it 
aside. I asked him if a small chicken came through, would he con- 
demn it, and he said, “Yes; if it was in a flock he would do it.” 

We have appropriated a lot of money for research on genetics. If 
you would condemn folks who are small sized, you w ould knock off 
half the folks in the Department. T say this from observing the size 
of the men who come up here; Mr. Wells, you would be safe, and I 
see two or three others that would be safe; but some of the others 
would not make it. 











19 


I am talking now about the handling of the problem. Certainly 
I would have no desire under any system to be a party to anything 
that was harmful or hurtful to the public. But veterinarians differ, 
and when a Federal department has the whip hand, and where a 
processor has to have your services, and cannot get satisfaction from 
you and must throw poultry aside when you tell him to, and when 
you run into the State veterinarians and the State health departments 
who insist that you are wrong, I would say at least it is an open 
question which needs further study. 

Iam a States righter by claim, and I hope by record. We deal with 
a lot of things here, and in no other thing with which I am familiar 
do you go so far as you do here. In other words, in most of the 
places you leave condemnation up to the police power of the State, 
so far as intrastate movement is concerned. 

When you were on a voluntary basis, did you limit yourself to 
that. which moved in interstate commerce? Did you condemn poultry, 
or just pass judgment on what could move in interstate commerce 
when you had the voluntary inspection service? Isn’t it a fact that 
since it was voluntary, you passed judgment on what could move 
in interstate commerce, and that was it? 

Mr. Lennartson. We passed judgment on the total output that 
was presented in that plant. 

Mr. Wuirren. Right now, for the record, I am trying to develop 
what the case is. Prior to compulsory inspection, the law established 
the right of determining what went into interstate commerce, didn’t 
it? 

Mr. Lennarrson. Under the voluntary program? 

Mr. Wutrren. Yes. 

Mr. Lennartson. The same as we are doing now. 

Mr. Wuirren. Now you are determining what moves in interstate 
commerce, but you are condemning it if it moves within the State. 

Mr. Lennarrson. We condemned under the voluntary program 
regardless of its intended outlet. 

Mr. Wuirren. But you prevent it from going into interstate 
commerce ¢ 

Mr. Lennartson. We condemned any bird that was presented to 
us which would not meet the criteria. 

Mr. Wuirren. But your rule was that you were dealing with what 
could move in interstate commerce, were you not? 

Mr. Lennartson. No, we were dealing with just the birds that were 
presented at that time, and not knowing whether it was going inter- 
state or intrastate. 

Mr. Wurrren. The plant could not then claim to have its total 
production meeting the specifications. 

Mr. Lennartrson. They may not have presented all their birds. 

Mr. Wuirren. In other words, you limited them on what. they 
could do in the use of any statement that they were inspected ? 

Mr. Lennartson. Only on the birds that we inspected, that is 
correct. 

Mr. Wuirren. In view of my dealings with this plant, and it is a 
tremendous one, and in view of what your own man told me when he 
condemned chickens, I asked him what was wrong with it. He said 
that he did not know, but he said that if there was anything irregular 
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with it, it went out. Now, you and I have had some prior discussions 
about it, and you have had some experience with it. I ask you this 
question, and | am trying to seek some answer: What percentage of 
the poultry used in this country is dependent upon the State board of 
health regulations, and what percentage moves in interstate commerce, 
and what percentage does not move in interstate commerce? Do you 
have figures showing that ? 


PERCENTAGE OF POULTRY INSPECTED 


Mr. Lennarrson. We have figures on the total poultry produced or 
inspected. 

Mr. Mitier. I am sure we have those figures. 

Mr. Hermon Mitier. About 85 percent of poultry sold off farms in 
1959 was inspected. We don’t know ay how much poultry 
moves in interstate commerce, but it has been said to be about 60 
percent. 

Mr. Wutrren. About 60 percent ? 

Mr. Hermon Miner. That is somebody's judgment. 

Mr. Wairren. You are then limited to the 60 percent moving in 
interstate commerce, as far as your inspection is concerned / 

Mr. Hermon Minter. Might I indicate that section 10 of the law 
says that all the production of an establishment must be inspected. 
This was debated a great deal. 

Mr. Wurrren. You are not getting to my question. My question 

s, Do you have anything under the law to do with a plant that pro- 
cesses for intrastate use ? 

Mr. Hermon Miter. It is illegal for us to provide service to a 
plant not involved in interstate commerce. 

Mr. Wuirren. Within the States, collectively, 40 percent of all poul- 
try produced, it is correct that you cannot and do not inspect ? 

Mr. Lennarrson. Yes; we do. 

Mr. Hermon Minter. You see, if a plant ships 10 percent of that 
product in intrastate commerce, the other 90 percent might be inter- 
state commerce; but the entire production has to be inspected under 
the law. 

Mr. Wuirren. You said in a given State about 60 percent of the 
product produced is sieasaad by the Federal Government. 

Mr. Lennarrson. 85 percent nationally. 

Mr. Hermon Minver. Of the sales off farms. 

Mr. Lennartson. And about 60 percent of all poultry moving 
i commerce moves in interstate commerce; and apparently the bal- 
ance, 40 percent, is consumed within the State where processed. 

Mr. Wurrren. And you inspected about 85 percent, in view of the 
fact that part of it moves interstate and part of it moves intrastate. 

Mr. Lennartson, as I have mentioned, there is a wide difference 
between what comes to your own Department, and what is subject 
to the State boards of health. Many of these have their own Siate 
veterinarians, and they insist you are condemning a lot of poultry 
which is wholesome; probably 50 percent of what you do condemn is 
wholesome in their judgment. 

Under this law you would have to move, unless some relief is given 
by July 30, into inspecting any plant that used any type of meat or 
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poultry product in canned soups and pies and so forth. The record 
shows that 200 out of 300 of such plants have voluntary inspection for 
which they pay. That clearly shows to me that what they desire is the 
merchandising value of having you label it. The law itself would 
require you to have an inspector at any place where they might kill 
any kind of poultry, which means that you have moved in, pushed the 
State out, and taken over its obligations. It might be that this com- 
mitte would wish to consider language which would prevent the 
Federal Government from having this terrific expense if all provisions 
of the law are fully implemented, and which would prevent you 
from destroying wholesome food, which is now being done in the 
opinion of some boards of health. And it might wish to prevent 
you from using your power to the extent of preventing the move- 
ment. of poultry within a given State, which meets the standards of 
the State board of health. 

I would like for you and your Department to give some considera- 
tion to how this might best be done to effectuate the protection of the 
public health with respect to any commodity that moves in interstate 
commerce, but to keep you out of running the various State boards of 
health, where the public health is fully protected without a lot of 
needless Federal expense. We would like for you in the next couple 
of weeks to give us the benefit of your counsel and advice as to how 
we could handle this problem, so far as the language is concerned. 

Mr. Lennartson. I will be glad to do so. 

Mr. Wuirren. Are there any further questions on this topic? 


FEES AND CHARGES 


Mr. SAnTANGELO. What is the fee that you charge for the inspec- 
tion ¢ 

Mr. Lennartson. The actual fee itself under the voluntary 
program ¢ 

Mr, SAnTANGELO. Yes, what is the actual amount you charge these 
slaughterers ? 

Mr. Lennartson. That varies. The fees are set at such levels as to 
fully compensate us for the cost of such inspection. We could insert 
for the record the fees which we have published for this type of 
service. 

Mr. Sanrancero. Is it based upon the number of hours a man re- 
mains in the plant ? 

Mr. LeNNARTSON. Yes, it is based on an hourly cost—a basic charge 
of $3.85 an hour for a full-time inspector in a plant; about $600 a 
month. And we will insert that in the record. 

Mr. Sanrance.o. I would like that information. 

(The information requested follows :) 


Summary of published fees for providing continuous inspection to poultry plants 
under voluntary program, (7? CFR 70.141 


Basic charge per inspector___.__..._.-_--- $154 for 40 hour workweek. 

VRP EINO Ss toh bey ge $4.65 per hour. 

apnbeifforential: 2525. fase get $0.385 per hour. 

BUG ot Ee kT ire eae $7.70 per hour (minimum 2 hours). 


Travel, per diem, and other items as specitied in regulations. 
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DECLARATION OF DESIGNATED AREAS 


Mr. Santancero. Have any of the cities or local authorities, under 
section 5 of the Poultry Inspection Act, made a request of the Depart- 
ment to have the area declared a designated area ¢ 

Mr. Lennartson. We have had a number of inquiries in that respect 
from an isolated city or cities within a State. We have taken the 
position that our major function is to direct our resources at the 
eviscerating and slaughtering plants, to make sure that the great 
bulk of the poultry going through them is inspected. He have had to 
guard against local groups attempting to place upon the Federal 
Government, through this inspection service, some responsibility 
which they should take care of themselves. And it is certainly not our 
intention to inject this program into setting up what you might call 
a local health program, or a local health inspection service. 

In cases where they have come to us, the cities have been quite 
isolated. They are not comparable to the big metropolitan areas of 
New York and New Jersey and so on. We feel that the State should 
first attempt to correct its own inspection problem. 

Mr. Santance.o. I take it you have not granted any public hearing 
with respect to the volume and the effect of the slaughtering ¢ 

Mr. Lennartson. No; we have not. In each instance where we 
have had an inquiry, we have declined. 

Mr. Santanceo. The city of New York has made no such request! 

Mr. Lennartrson. We have not had a formal application. We have 
had inquiries. 

Mr. Santancero. Thank you. 

Mr. Wuirren. Arethere any further questions ? 

Mr. Horan. Yes; I would like to ask a few questions along that line. 

I am interested in that, and this whole subcommittee is interested 
in that. 

Mr. Wuirren. You are having the meeting with the State repre- 
sentatives tomorrow, and I wish you would advise the committee of 
the developments there, Mr. Miller. 

Mr. Horan. That is exactly what I wanted to ask. This is a new 
item and yet it has grown into $10,250,000 already. Would it be 
possible, assuming that we had a modicum of poultry inspection before 
this Federal law was passed, would it be possible for you at your 
meeting with the State officials to determine, or would it be possible 
for you to recognize, to investigate and certify what the States are 
doing, and things that might supplement what is being asked of the 
Federal Government now. 

Mr. Lennartson. Yes; we could do that, Mr. Horan. 

I might acquaint you with the fact that the State commissioners 
and secretaries of agriculture, shortly after the law was passed, dis- 
cusssed this matter with us, and among them there was no common 

urge to attempt to inject State poultry inspection services in as a part 
of the Federal program. They were determined to maintain uni- 
formity between States. They were very much concerned about a 
variety of inspection programs State by State, because the poultry 
industry in the various States are all competitive with each other 
in this poultry field. There is nothing more fluid than that. 

Furthermore, I think there is only one State in the Union that has 
any mandatory poultry inspection law, and that is the State of Cali- 
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fornia. I think most of them recognize it would be extremely difficult 
for them to get mandatory poultry inspection laws in their State, 
because at this point every little plant and every little dealer who is 
handling poultry becomes involved. 

Mr. Horan. That is where I got the idea, because my colleague the 
Honorable Harlan Hagen, of California, introduced the bill, and it ap- 
pealed to me because I felt it was a chance for Federal-State coopera- 
tion in this field and it was in the public interest. I will be very 
happy to find out what those discussions are, as I am quite sure this 
whole subcommittee will. 

Mr. Lennartson. We have taken a position that if a State has a 
mandatory poultry inspection responsibility, and has veterinarians, 
and has staffs to operate an inspection service and if it meets the 
comparable regulations of the Federal Government, we are ready 
and willing and able to enter into cooperative agreements with them; 
but we haven’t found such a situation yet. 

Mr. Horan. Do you need any additional legislation to do that? 

Mr. Lennartson. No. 

Mr. Witrren. I guess as long as the Federal Government has a 
Federal inspection department that apparently doesn’t mind growing 
and growing, and as long as you will do it without State cost, I sus- 
pect a lot of States will let you come in and do it. 

Mr. Lennartson. I think it will be difficult to find a State in which 
processing plants are not engaged in interstate commerce. 

Mr. Horan. I would assume that California would come as close 
as any to being wholly intrastate. 

Mr. Lennartson. They would be the largest. 


DETERMINATION OF WHOLESOMENESS 


Mr. Mitier. They need veterinarians and technicians to determine 
what is wholesome. 

Mr. Wurrren. I have tried a good many lawsuits that had to do 
with wholesomeness in food, and I am familiar with the word in con- 
nection with the trial of lawsuits; and I do know that under the law 
you will find where various courts have interpreted the meaning of 
wholesome. But the argument here is that there is a considerable 
difference of opinion between State veterinarians and your people. 

I think if that could be worked out, it might resolve this whole 
thing; but even if a person had five chickens in a store and killed 
them for sale, and raised them himself, actually you are getting into 
a program where the U.S. Army wouldn’t be numerically large enough 
to meet the problem. And yet we are certainly going to, in many 
ways, affect the public. 


STAFFING OF INSPECTORS 


_ Mr. Santancero. Do you have any difficulty obtaining poultry 
Inspectors ? 

Mr. Lennartson. Veterinarians are still quite scarce, and, in view 
of that, we use veterinarians largely to supervise lay inspectors. We 
are having no problem with so-called lay inspectors. They must pass 


certain requirements but we are having no problem in recruiting them 
now. 
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In other words, there is a veterinarian in every plant, but he may 
have 5 or 6 or 10 lay inspectors under his supervision. This is the 
only way we could have met the staffing requirements. This is quite 
comparable to the plan used in meat inspection. 

Mr. SantanGevo. Do you have any veterinarians in the meat inspee- 
tion program, too? 
Mr. Lennarrson. Yes, that program also uses veterinarians. 
Mr. Santancero. They visit the plant ? 
Mr. Lennarrson. Yes, and actually make the final approval. 
Mr. Wurrren. Are there any further questions on this? 


CATTLE-ON-FEED REPORTS 


Last year we provided $125,000 for cattle-on-feed reports. What 
did you do with that 

Mr. Wents. Let us ask Mr. Newell to answer that question, Mr. 
Whitten. 

Mr. Newer. Mr. Whitten, we expanded the cattle-on-feed report 
to additional States, bringing the total in the program to 26 States. 
We provide a quarterly report on cattle on feed for these States and 
then an annual report in the Southern States once a year. ‘This was 
an expansion of the previous program that had gotten started the 
year before. I have a copy of the last report here. 

Mr. Wurrrten. Is that whole volume the report 

Mr. Wetts. Yes. 

Mr. Neweryt. Then we are providing a monthly report in Arizona 
and California. 

Mr. Wuirren. Is that in line with the reports of the committee ? 

Mr. Neweu. Yes. 

Mr. Wuirren. What is the situation now? Do you have pressure 
for additional reports in other areas, or is it working out all right? 

Mr. Newett. On the cattle reports we have had very good reaction. 
We haven't had any complaints. It has been very satisfactory as far 
as I can find out. There has been pressure for reports from other 
areas—a great many areas, as a matter of fact 


TOBACCO PRODUCTION AND MARKETING PROBLEMS 


Mr. Narcuer. Mr. Chairman, as you know, only on rare occasions 
do I have the opportunity to inform this committee that I hail from 
the great State of Kentucky, and today is one of those occasions. 

Mr. Miller, as one Kentuckian to another, I want you to know that 
I think you are doing an excellent job as Assistant Secretary of Aegri- 
culture. 

Mr. Minter. Thank you, sir. 

Mr. Natcuer. Mr. Miller, when we had the Agricultural Research 
Service before our committee, and especially at the time Dr. Irving 

appeared to testify concerning certain utilization research, I sat here 
patiently for several hours and listened to approximately 200 com- 
modities enumerated, and at no time did I hear the word “tobacco” 
mentioned. I hope, Mr. Miller, as Assistant Secretary of Agriculture, 
and since you head that section of the Department des ignated as 
Agricultural Marketing Service, that if at any time you are ‘criticized 
for taking too much interest in tobacco, you blame it on me. 
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Mr. Mitier. I wouldn’t attempt to pass that on. I would be happy 
to assume my responsibility in that field, sir. 

Mr. Narcurr. You and I know, Mr. Miller, that for a period of 
several years now we have had things done to us, as far as tobacco 
is concerned. Last year Burma increased the tariff on unmanu- 
factured tobacco to 200 percent. 

The Department of Agriculture vigorously opposed this increase 
of 100 percent, but the State Department, for some reason or another, 
decided to do nothing about it. Then the State Department ap- 
peared before the Foreign Operations Subcommittee to request over 
$100 million for Burma. Burma decided it would reduce the tariff 
on our manufactured tobacco, back to 100 percent. 

Mr. Miller, you and I agreed with that action, I know. Now, in 
the last few months, Mr. Miller, the Common Market countries, for 
some reason, decided to add a 30 percent ad valorem tax on American 
tobacco. Over a period of 10 years, the increase would amount to 
30 percent on our tobacco. 

] certainly think that is a mistake, and it is outrageous. 

Now, as I pointed out to Dr. Shaw, and to Mr. Peterson, the 
Assistant Secretary of the Department of Agriculture, and Dr. Irving, 
lam ready and willing to go along on any agricultural commodity 
that benefits any section of the United States, as far as research is 
concerned. It makes no difference to me whose district or whose 
State it is in, if it helps our people, and the American farmer, I am 
for it. The same applies for livestock and poultry. But I think 
it js outrageous when a bill is presented to this committee, such as 
the one presented this year. 

I inquired as to whether or not there was any new research proj- 
ect for tobacco, and any niditional utilization of funds in this bill 
for tobacco, and I am told that there are none. 

Before we adjourn on this particular subcommittee, I am going to 
present to this committee the necessary facts showing the situation 
as to the need and necessity now for research in tobacco, and of a 
kind that will be of assistance to us. 

We have tried to cooperate with the Department of Agriculture. 
The Department of Agriculture has certainly cooperated at all times 
with the tobacco producers. You and I know that the tobacco trade 
throughout the United States marches up on the frontline at all times, 
and is ready to take its punishment, if it has to. We passed a bill 
through the Congress several weeks ago to fix parity at the 1959 level. 

Now. I have carefully watched this year, Mr. Miller, as we have 
gone along insofar as research is concerned. 

Mr. Marsiauy. And then there is the matter of taxes. 

Mr. Narcuer. And, as my good friend and colleague here from 
a nesota, Mr. Marshall, just pointed out to you, there is $2.5 billion 
a year in taxes, Mr. Miller. We feel that tobacco is not only paying 
its way, but paying for a lot of other research for other commodities. 
[ think every consideration should be given to necessary tobacco re- 
Search now. 

You are doing a good job, and I hope that while you are serving 
in your present capacity, that at all times you will see that some 
consideration is being given to tobacco. I say to you, as far as re- 
search is concerned : and as far as the utilization program is concerned, 
none is being given at this time which meets present day needs. 
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Mr. Anpersen. Will you yield at this point, Mr. Natcher? 

Mr. Narcuer. I yield to my friend and colleague from Minnesota. 
Mr. Anversen. I noticed When Mr. Peterson made his original 
statement in connection with research to this subcommittee that there 
was on those pages, for the first time in a good many years, no men- 
tion of tobacco in any way. 

Mr. Horan. Will the gentleman yield to me? 

Mr. Anpersen. I will in just a moment. I wanted to back up the 
gentleman from Kentucky in his assertion that he has always sup- 
ported research, and what is best for any other commodity, whether 
or not it is of interest to his State; and I feel, with the gentleman, 
that perhaps this particular budget does not give due consideration to 
that great crop which he so eminently represents here in this sub- 
committee. 

Mr. Natrcuer. I want to thank my good friend, Mr. Andersen, and 
my good friend, Mr. Horan, too; as you well know, it makes no dif- 
ference to me which side of the table it is on, or what district or what 
State, Iam in favor of adequate research. I say to you quite frankly 
that for some reason tobacco has not been included in this research 
program as it should. 

I will yield to my friend Mr. Horan. 

Mr. Horan. I want to repeat what my colleague from Minnesota 
just said, that you will notice on page 5, “tobacco is mentioned again, 
and also it states that it is raised, but there is no mention of apples. 

Mr. Narcuer. Mr. Horan, let me say this to you, my friend: I am 
for every research project, for vegetables and for fruits, and that 
includes apples in the great State of Washington. I am for anything 
that would help the people of the United States and the American 
farmer. 

Mr. Chairman, I also want to say to the committee that the last 
figures show—1958—that the total received in this country from wheat 
was $2.253 billion; cotton, $1.928 billion; corn, $1.412 billion; soy- 
beans, $1.117 billion; and tobacco, $1.007 billion. These are the top 
five. 

Mr. Anversen. Off the record. 

(Discussion off the record.) 

Mr. Natcuer. I say this as a matter of record here and as I have 
said on the floor, the American farmer has no better friend anywhere 
than you, Mr. Andersen. Asa member of the committee I appreciate 
your fine work. 

Mr. Horan. Mr. Chairman, I have to leave, and I am sorry that I 
have to, because I have known Dr. Harry Trelogan for many years, 
and you have done some fine things for us out our way, and I am sorry 
that I cannot be here to hear what 1 you haveto say. 

Mr. Natcuer. Mr. Miller, I do believe that it is essential at this 
time that every consideration be given to proper research for tobacco. 

Mr. Murer. I appreciate the compliments that you paid me, Con- 
gressman Natcher. I would like to say that we both have a mutual 
interest. in tobacco. I think every citizen of the United States, 
whether he uses the commodity or not, has a very great interest in it, 
for the citizenry of the United States as a whole receives about twice 
as much from the production of tobacco than do the people who 
process it; that is, the taxes collected in the United States from the 
sale of tobacco are about twice what the producer receives for the 
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tobacco itself. It is a basic commodity, and it is important not only 
to our native State but to the entire United States. 

Any research that can be done to expand the use of tobacco and to 
get a better utilization out of the product would inure not only to the 
benefit of your State and our State, but to the entire country as well. 


We have also in my Department, Congressman Natcher, not only 


the Agricultural Marketing Service, but—in my field of administra- 
tive responsibility—a Foreign Agricultural Service. We are con- 
stantly attempting to eliminate discrimination in the common-market 
area, and in the entire world of these artificial barriers that are placed 
to the free movement of tobacco. We have been successful, in a meet- 
ing with Great, Britain just lately, in getting a good part of the 
restrictions removed. 

I think that this legislation recently enacted in Congress will go a 
long way toward reestablishing tobacco in its rightful place in the 
world market. 

The Congress is to be congratulated upon that step, and I think 
it will have a very far-reaching effect. You may rest assured, as a 
Kentuckian, that I will look after the tobacco to the best of my abil- 
ity. We will be glad to insert for the record a brief résumé of the 
marketing research on tobacco now carried on. 

(The statement requested follows :) 


Tospacco MARKETING RESEARCH 


The tobacco-marketing research carried on may be briefly described under 
three broad headings as follows: 


1. Product protection during marketing 


Studies in this field involve basic and applied research in the laboratory and 
under field conditions to develop procedures, techniques, and equipment to pre- 
vent damage to stored tobacco and tobacco products. Insecticides and fumi- 
gants and their application are being continuously worked with to develop 
better and more economical controls of insect infestation. Biological and eco- 
logical studies of insects attacking stored tobacco are made to assist in develop- 
ing more effective methods for preventing costly insect damage. 


2. Costs, margins, and organization of the marketing system. 

Studies of the organization and practices of auction markets in Maryland and 
of the structure of the market for Pennsylvania cigar tobacco have been made. 
For Maryland tobacco the study centered on resales and the margins realized by 
speculators, and for Pennsylvania tobacco (which is sold at the “barn door’) 
it covered the overall marketing structure and bargaining position of the 
grower. 

Another study is underway comparing the marketing of tied flue-cured tobacco 
in South Carolina with that of untied flue-cured tobacco in Georgia. This study 
will make available accurate information on costs of grading and tying tobacco 
and clarify the differentials in prices received for marketings in tied and untied 
form. 

A report is being prepared on margins and costs of cigarette tobaccos and 
cigarettes. This report is to be based mainly on data available from Govern- 
ment agencies and trade organizations and will indicate the relative shares of 
the cigarette consumer’s dollar going to farmers, marketing agencies manufac- 
turers, distributors, and Government. 

Information and data on technological changes in the tobacco industry are 
being collected, and analyzed to determine quantity, quality, and price effects 
as they relate to the marketing of tobacco. This work is coordinated with 
related work carried on under demand analysis. 

A major study in Kentucky of tobacco warehouse costs and efficiencies is 
anticipated for early initiation. 


3. Demand, supply, and price analysis 


The appraisal of the current and prospective economic position of tobacco and 
its products involves research on a continuing basis. The factors affecting 


28 





consumer demand for the various tobacco products and supplies of the various 
kinds of tobacco are studied and their statistical relationships worked out. Esti- 
mates and forecasts for the year ahead are prepared and some longer-term 
projections of cigarette and cigar output have been developed. The patterns 
and trends of production, stocks, prices, consumption, and exports are inter- 
preted and presented statistically and graphically in regularly issued publi- 
cations. 

Special studies are being made of the effects of technological changes in to- 
bacco and their impact on utilization, supply, and demand. The impact of 
processed sheet tobacco, which is used in cigarettes and as cigar binders, is being 
studied and evaluated. This development has reduced manufacturers’ require- 
ments for leaf tobacco per unit of output of finished product by a significant 
amount. Other aspects under continuous study are consumption trends—par- 
ticularly filter-tip cigarettes, cigarillos, and smaller-size cigars. 

Research to identify major export grades has been completed. Grade-price 
relationships in flue-cured and burley tobaccos are being analyzed to ascertain 
possible shifts in buyer demand. Statistical analyses of the factors affecting 
cigarette consumption have been made, 


Mr. Narcner. Thank you very much, Mr. Miller. 
GRAIN MARKET NEWS SERVICE AT STOCKTON 


I understand that 79 percent of the grain inspected for export 
through California ports now goes through the port of Stockton, 
Calif. Could you please comment on the need, desirability, and the 
cost of establishing a grain market news service at Stockton ? 

Mr. Lennarrson. We would be very happy to place something in 
the record in response to that request. We will be glad to look into 
this matter, Mr. Congressman, and evaluate it in terms of what. eri- 
teria it might meet, whether it is a State responsibility or a joint 
Federal-State responsibility, and furnish that information for the 
record. 

Mr. Narcner. Thank you, Mr. Chairman. 

(The information requested follows :) 


GRAIN MARKET NEWS SERVICE FOR NORTHERN AND CENTRAL CALIFORNIA 


Production of grains in the State of California has been growing steadily in 
recent years. Corn production almost quadrupled in 1957 over the 1946-55 aver- 
age, while that of grain sorghums more than doubled. California is second only 
to Colorado of the 11 Western States in the production of corn. Stockton, which 
is close to the producing area and is situated on the San Joaquin River, has 
become an important grain-marketing center for the western part of the country. 

In the calendar year 1959 about 79 percent of the grain inspected for export 
through California was handled at Stockton. During the past 2 years, grain 
exports averaging 15 million bushels, valued at approximately $20 million, were 
shipped from the port of Stockton, as was the bulk of the 1958-59 rice crop of 
about 680 million pounds. Total value of this crop was about $60 million. Grain 
moving into California by truck from other Western States includes large quanti- 
ties of grain sorghums from Texas and Oklahoma. Total value of this grain 
during 1958-59 was $33 million. 

The importance of the Stockton market has been demonstrated by the fact 
that most of the major grain firms have established an office there within the past 
2 or 3 years. In some cases these firms closed their offices at other California 
points. In other cases firms have made Stockton the head office, with their offices 
at other California points becoming branch offices. During the past year, an 
eudeies office was established at Stockton in order to serve the increased busi- 
ness at this market. The establishment of a grain-market news office at Stock- 
ton would permit better service to the industry in California and other Western 
States through closer contact with the trade. 

To meet the expressed need of the industry would require reporting of current 
data on (1) prices paid to producers at the ranch in the northern San Joaquin 
and southern Sacramento valleys, (2) prices of interdealer-wholesale transac- 
tions, and (3) prices paid by feed manufacturers, feeders, and other users of 
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grain in the major grain-consuming area in the northern San Joaquin Valley 
In addition, it would be necessary to collect, compile, and evaluate statistic al 
information relating to prices, movement, production, stocks, and distribution of 
corn, Wheat, oats, beans, hay, grain sorghums, rice, feedstuffs, and other grain 
commodities. Information on feedstuffs, beans, and rice would be incorporated 
in reports issued by other California offices. Daily prices would be reported for 
Stockton on all grains for release by radio, newspapers, and television. 

Since the data would be of regional or area significance, in accordance with 
the criteria established in the market news plan, the service at Stockton would 
fallin category II. 

Fhe annual cost of the service is estimated at $31,500 and should be shared 
equally by Federal and State funds. 


Mr. Marsuatu. Mr. Santangelo. 
COMPARATIVE PRICES OF VARIOUS COMMODITIES 


Mr. SAnTANGELO. I would like to state that while the Secretary of 
Agriculture is reputed to have as his province the protection of the 
agricultural interests and not the interests of the consumer, I personal- 
ly am interested in the consumer’s prices, and the marketing services 
that you gentlemen furnish. I am interested in the comparative prices 
of various commodities, and I think that we were promised by Mr. 
Wells that there would be furnished a list of commodities which are 
sold in grocery stores, and that there would be provided a comparative 
price over the last couple of years for the months of January and 
February, and also the December period before the Christmas buying. 

[ repeat the request, and hope you can insert it at this point in 
the record. 

(The material requested follows :) 


RETAIL Foop PRIcEs 


The following table on retail food prices in New York City is submitted in 
response to the request from Congressman Alfred E. Santangelo made at the 
subcommittee hearing on February 15 and a letter from the chairman of the 
subcommittee under date of February 16. 

The retail prices in the table were eo rg from three sources: (1) the Bureau 
of Labor Statistics, Department of Labor, (2) the Livestock Division, Agricul- 
tural Marketing Service, Department of Agriculture, and (3) the Department of 
Markets, city of New York. 

The Bureau of Labor Statistics, Department of Labor, is the agency of the 
Federal Government that is responsible for the collection and publication of urban 
retail price data. These retail prices are collected by trained interviewers who 
visit a sample of retail food stores during the first 8 days of the week which 
includes the 15th of the month. Prices are collected for a commodity list designed 
to represent all major types of foods. 

Bureau of Labor Statistics retail prices for New York City for February 1960 
will be available around March 18. We will arrange to supply these data as 
soon as they are available. 

The Livestock Division, Agricultural Marketing Service only collects informa- 
tion on retail prices of selected meats. These data are not collected for publi- 
cation but for use in caleulating composite retail meat values. The data are col- 
lected from a relatively small cross-sectional sample of various kinds and sizes 
of retail stores. The data in the table from this source represent prices reported 
on or about the 15th of each month. These data are available for the use of the 
subcommittee but their publication should be avoided if possible. These retail 
meat price data for February 15, 1960, will probably be available by the end 
of this week. 

The Bureau of Consumers Service and Research, Department of Markets, city 
of New York issues a weekly retail price report which includes retail prices of 
dairy products, poultry and eggs, meat, fish, and fresh fruits and vegetables 
These data are published for weeks ending on Thursday. The report for the week 
ending February 18, 1960, follows the main table. 
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WEEKLY RETAIL PRICE REPoRT—NEW YORK CITY 
For week ended February 18, 1960 


Meat.—Loin pork chops, center cuts, are 6 cents a pound higher than last 
week’s price. Boneless chuck beef roast and rib veal chops are 4 cents a pound 
higher. Other cuts of meat are unchanged for the most part. 

Poultry.—Shoppers for the coming holiday will find turkeys an excellent 
buy at specially reduced prices. The new crop Long Island ducklings are mak- 
ing their seasonal appearance in some shops. All classifications of poultry are 
moderate to reasonable. 

Butter and eggs.—Butter and eggs retain the same price tags as a week ago 
in most stores. 

Fish.—A light supply of fish has resulted in higher prices on several varieties 
this week. Flounder fillets are up 9 cents a pound; drawn haddock and large 
flounders advance 5 cents a pound, and both cod steaks and cod fillets show 
increases of 4 cents a pound over last week’s prices. Porgies, whiting, scallops, 
small sizes of smelts and shrimp are the suggested best fish buys. 

Fruits and vegetables.—t ain scarce and in the high price 
brackets. Red cabbage, aaaoeen, escarole, and iceberg lettuce have all de 
clined 4 cents per unit of sale. Peas are down 6 cents a pound. Mushrooms 
are up 4 cents a pound. Other vegetables are generally unchanged from a week 
ago. Beets, cabbage, carrots, celery, escarole, kale, yellow onions, white and 
sweet potatoes, spinach, and yellow turnips are the best values. No changes 
are indicated in fruit prices. The best buys are eastern apples, bananas, grape 
fruit, lemons and oranges. 




















Commodity | Unit | Most general} Price range 
| price 
| | 
Dairy: | 
Butter (print). --..-..----- pied ua enna coe ee ake | Pound: <-=:- $0.71 | $0.67 -$0.79 
Milk | 
ROTO TOOMERNIIN) occ ctw cc cee ce eakeccse Piet 27 | .25%- .27% 
Homogenized (container) - .......-----.--.---- Jaen cena eae “2714 .26 - .R% 
END Gas cc esictudcropeerenancdebsigvccnsagesns een RNIN Seca . 29 Ww =e 
Cheese: | 
Cheddar: | | 
Pete hiianda doaeaaeaene tian amen 55a ee . ot) Ja See 
SE entertains in aimee ope beveus do , .79 | .59 = .89 
UTA WANED he cn an an nicmen nese baweueeecc o> Be SOO .59 | .49 - .7 
Eggs: | | | 
OE a a ee | Dozen_. | .49 Bn 
DSUs, METRE Poco. ie ices a Soecne Bab Es _.do ’ 43.1 <8? = 
Dressed poultry: 
Broilers and fryers-_.....-- Sica ae gencoebectuansl IMME: os <= eee i = an 
J SS ee ee eee ee : a aahs ws aaa _do a {ver ey } 39 - @ 
POW). ccnwasneenenaeiane = a 5 caren : as —_ aa 
Ducks. -- ce eewansduad Gikibemikin ana dayne Sumialet ..do og .39 .35 - .49 
Oven-ready poultry: 
Chickens: | | 
Ep en ee ho ee 20 | 28.1 See 
Se NES GU a ein inencendccnecerunnens 5 gc do oo Se 65 | =e 
SNES oe bas tte akn ine a aaeueakontmeeenecaanions eae BO a2 .45 aT = Se 
NN as glare ae nm eudan aan wel enewaee ..--do sa a "39 = 
Turkeys: | 
Under 16 pounds itera eiecbheachadtio cous: ze | _do be . 59 .49 - .69 
Over 18 pends. 225 occ cu cee et eS 66.5... 2 a oe ee 
Beltsville. .......- wie eaees Baccus x aa a ee Ot MG ee te | So So 
Meat: 
Pork: 
SONG So iain casecmensicatonshanacanmeeesine ae cat oes . 59 47 - .69 
Loin chops a i ae eM te eo a ce MURS Dla 85 | .66 =. 
Smoked hams: 
BROMEINE goose cide wncse cemine Seteig eee eee 5 Ete a , “as nee 
SRE POND csc. cnuncenessaccsdens ue ..-do Ze 59 wr ee 
Smoked calis et eae emia Gee ol éo il 2 2) 2S See 
TN Ie OS RE Oe aon ae eee D aeoeh en eta ete oe S 69 45 = OS 
Beef: | 
Porterhouse steak... .......-......- eee 06) L101 9 =e 
SITIO BOOK. 6 wien cae ncccdccesceuns Sits — do : 110 | (69 -1.29 
Chuck steak Sn mttaer inte mii sila i do ‘ 65 >. 4h ee 
Boneless chuck état es Coenen een ae | do ee _ 89 SO =m. 
Round steak... Tee EARN tie awh eee mie aan et eee ea 1.19 .95 -1.29 
Rib roast Seen wececcecenenes ewiieniaweed do : 70 | ~~ 2 
Chopped beef (regular ir) aeeaenenouewite Seti 49 | -88 ~ .@ 
Frankfurters- -------- arointinls lilt dpa Sahil ...do : 00 |  .@.= 2% 
ION SONNE 6 eis cdc cuca cas nemeban ncn sccapepemens ...do : _ 59 7 = 26 
LAGOR ncccceann one Seta mee Be. oaks 365] 30= oF 


See footnote at end of table. 
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Commodity | Unit oe - ral Price range 
last ; : 
} Meat—continuec | } 
—— Veal Pound set $1.19 | $0.89 -$1.39 
Loin chops --- : do 1.69 | 1.39 - 195 
llent Cutlets do 59 ae = (OO 
ak Shoulder roast (bone in . | do Ro | .65 - 99 
mak: Leg and rump - - a 1 69 19 - 198 
’ are Liver (calf’s)_-. ------- =n 
a = ee 129 | .98 - 1.49 
Loin chops nab ahs in RQ 65 99 
- Shoulder chops - ; 69 .59 - .79 
Leg : F | do | 49 | 39 - .65 
tae Shoulder (crossecut 1 | 25 5 - 35 
eties Breast and shank | do Be | 1S 
arge Kosher-killed poultry: do . 55 .39 - .65 
show Broilers - - P = do i .65 | 0 <— .76 
lops, Pullets._ _-- - ey nh : aot aon 
Yearlings ------ - 
= Kosher beef do cel 120 | .89 - 1.50 
rice Rib steak (7-inch) ee Seucceacseceesoesces ie! ae 
| de- Chuck roast: Sse eT 85 | .65 - .90 
' Bone in_-.--.----------- peqenre eer ees a oe 1.10 | .83 - 1.20 
poms Boneless... -.--. eneee-- SShrnsa ence lehnaaneeneeess eee ee Wa cs 120 | (79 -1.29 
veek Liver baeehanresenesaetons Luusxckcvewa>kweneevanrkowwnee =< | | 
Kosher veal: de aie 1. 20 .89 - 1.59 
and Shoulder (boneless) - -..-..--------------------------+----]----- = _ 1. 20 79 - 1.49 
nges Rib chops - ----------------------------- ene ce we is ani . 50 | .35 - .60 
ape | Breast sacensenensce - Set. Sica ea 2 eg 1.90 | 1.69 - 2.00 
Liver (calf’s) .....-..------------------------------ Peeer: 
Kosher lamb: Ene, ee 1.00 | .75 - 1.30 
Rib chops - - .------------------------------- Se ee | to a 1.00 .69 - 1.20 
Shoulder chops - PER SeSkees ee ene E eee ans 19 "15 99 
nge Breast and shank - - he ee ee os "25 aes 
j Neck o- ----- - - oe SS a ee 
__.  —_ Fresh vegetables: a8 35 5 - .45 
Snap beans. --.- aghe : at oe | Bunch... 15 MO! £30 
Beets = = ae Se eno Pound.-.- . 26 .18 . 33 
0. 79 Broccoli : --- oo ae : do e 24) be "15 
Cabbage (white) ___- sie) ee ck otk wai ncaa aa SA . 1214} O7},- .19 
2144 Carrots .-.------------ Brena ee te Pw tee 1 eo ae we 
. By Cauliflower---.-...--- oo o---e0--2---- eae ae ee Stall... 23 | 15 - .29 
43 Celery ----------- FALTER ONES PAP Ron OMe cog me ar | Ponund...__.| ak eee * ere + 
Cucumbers. ......---------- SP tal) 2 oo ho eo -25 | 1.19 — .35 
Lettuce (Iceberg) . - pte eee ts tds oe Pound.__- .0714| .03%4- .10 
3 Onions (yellow) ss lelateteieeteiteteiteteieienenetans ppertares “ine a) .299 | (17k 130 
“89 RGR ceca ca ona thu wesns secs Rtpeaena ane es a Bee Se .39 | 1.29 - 149 
.70 Peppers. ......-------------------------------------+---- ae | 
Potatoes: | 5 pounds.-.- .33 | (25 - .39 
59 White. ...--...------------------------------------- Pound.._.__| 10 | .0844- .18 
49 Sweet...------------------ Oe Cc eee ee eae ede reac) 19 .144%- .28 
Spinach ee eee a be oe ee eee ei RS ee age iid Se | 45 .29 - .49 
49 Tomatoes (bulk)_...------------------------------------|----- do 2 07 .06 - .10 
49 WW CUNO. 3. ccavscascadecantaadsenecens<nsceses levees ---| | 
.49 Fruits ge 12%) .O7w%=- .15 
49 Cooking apples. -_-..------------------------------ a lt se 5 .1642} .10 - .19% 
Eastern table apples-.-.--.--------------------- a as do Oa a .23 18% .29 
Western table apples -- . - .------------------------ ers eats (we 1) are oe 
Bananas. .......-------~-n-------=---"" Fee Te Sens AOE cag 12 | .08 - .18 
5 PPEDOU Ube cee cuwse- sesosncsses ere re a ot a. Se 
. 5 RRR ARNG) iv Sad encawaniemknndwcnne SPE ae ee Se ee “do = iN 21 | ee a a 
9 Lemons Se ee ras panies tee ee ee oe net ot 5 pounds___- 90 | .65 - 1.30 
California oranges.....----------------------------------] do a 60 ee 
69 Florida oranges. ..-.-.------------------------------- Panga © 1914] °14%4- 199 
65 Pears (table) _.........--2.---scccccccnencnnnconessosese- | | 
- 65 Fish: 00:22 50 | .80 = .70 
Butterfish - ......------------------------- SaaS ee eee aa Ted ee Oe a ee 
RS 2S 8 es abs cans | 7 
. 69 aomncans: iets 23 50 .40 - .60 
a!) #Ar ZO... . 2 - =~ - - =o en enn en nn nn nn nnn nnn eee aaa So hy ( . US .75 - 1.10 
RUNG He nae et le Se oe, teed Se eediate Ame beaeee is. 
I Haddock: do ae si 40 0 - ,4 
SPSS 2560s ceased Sa secncwanesos Te a ee De 69 .49 - 85 
{ REE 525 = neitpelennnn Wesnoth Stee sre eset sete ge Tew Ace -] Sere we ee .59 - 1.40 
95 Halibut steak_........-..--- cae Sa eee ane eens Ce a . 60 43 - ,70 
I SRO nists Sinerceee wun PES ee do 30 20 - .40 
49 Porgies wo 2 ~~ 2 ene -- = +--+ 2-22-22 +2 . ee Oe ok ae 1 60 
29 BOIMON SHOAKS. . <i... cceksnnesessssan BOER ATS SOE Te cee .30 | .20 40 
79 Whiting ~~--=-++----+------------- TRA TC ae Sa oS 2 .50 | .30 . 59 
93 Chicken carp steak... .........00.24<2--+<- ee Se o 75 1. 10 
. 29 Yellow Pike wn enn nn nnn nen enon en een nen ----- ae "=g "59 - 1:10 
89 Whitefish ww na nnn ne nnn nena n ene n--- 2° wae Dozen..... 65 50 - .75 
. 69 ONOWGP CIAMB, < o..5 5c. coseneaadsensasee= cata o-=| Pound...... 85 59 - 1.00 
.79 Scallops sce w------------ eae see Ee ee alae do oe bts tds 2 79 - 1.35 
oe | Dozen... 9 | «75 - 1.00 





NotTr.—All prices are based on good quality products, 
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Scuoot Luncu Program 


DISTRIBUTION OF EGGS TO SCHOOL LUNCHES 


Mr. Santance.o. Now, I want to go to the question of the school 
lunch program, if I may. In the justification I notice that for the 
fiscal year 1959, on page 406 of the justification, that you have a figure 
for pounds, and you have a figure for dollars in the next column; and 
in every item the poundage exceeds the dollar figure by ratios of 10 to1 
on some items and 5 to 1 on others, but when it comes to the question 
of eggs, I notice that the poundage is 6,623,241 pounds, as opposed to 
$7,806,814. 

Can you tell me why it is that there is such a change in that par- 
ticular item, when all the other items indicate an excess of poundage 
over dollars ? 

Mr. Mitre. This is a refined product, and there are a great many 
more eggs ina pound of dried eggs than in the fresh state. 

Mr. Santranceo. Under the donated commodities you state dried 
eggs, and I thought you were distinguishing between eggs and dried 
eggs. 

Mr. Lennarrson. No; these are all dried eggs. There are about 
3 dozen eggs in each pound of dried eggs; so if you divide it by 3 
dozen 

Mr. Santancero. Asa matter of fact, I saw some of these eggs down 
in Puerto Rico, with my colleague that came down from Minnesota. 

Mr. Anprersen. As Mr. Lennartson has told you, if you take 30 
dozen cases of eggs you will have approximately 9 or 10 pounds of the 
dried product; and that is why we are so much interested in this prod- 
uct in western Minnesota. It eliminates the freight on a huge quantity 
of pounds, and it takes the moisture out and makes available a very 
splendid product for consumption elsewhere, which will go through the 
channels of trade without refrigeration, and that is why you saw a 
great quantity of it down in Puerto Rico. 

As you will recall, the school lunch people down there were very 
much impressed with the quality of the product. 

Mr. Santanceo. They certainly were; and I want to commend Min- 
nesota for having such a wonderful product down in Puerto Rico. 

Mr. Anpersen. Thank you, sir. 





IMPROVEMENT IN QUALITY OF DRIED EGGS 





Mr. Santancevo. I recall that during World War II we had 
powdered eggs and dried eggs, and I searched my memory to compare 
the taste of those eggs with the taste of eggs you have today. There | 


| 
| 


is a tremendous difference. It is a difference between day and night. 

Mr. Anpersen. That is correct. 

Mr. Santanceto. Can you tell me what is the reason for this 
improvement ? 

Mr. Lennartson. This came about through research. The Depart- 
ment of Agriculture and the military, immediately after the war, 
went into a very comprehensive research program on it. There are 
a lot of technical aspects involved. They added enzymes, and they 
took out the sugar and replaced it. They have reduced substantially 
the moisture content. The eggs that you and I had during the war 
had 7 and 8 percent moisture, but this particular product had 3 percent. 
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It was due to these new developments. Not only that, but the product 
is now gas packed, whereas during the war it was packed in barrels. 
The gas packing aids in extending shelf life for an indefinite time 
and in retaining the original quality and odor. 

Mr. Miuuier. We found out that dried eggs were not acceptable 
during the war, and might not be acceptable during peacetime, and 
the onus was on us to find a better product. 

Mr. Anpersen. Will you yield further, Mr. Santangelo? 

Mr. SANTANGELO. Yes. 

Mr. ANDERSEN. Here is one place, gentlemen, where the Depart- 
ment of Agriculture, through research in cooperation with the De- 
fense Department, has done a wonderful job for agriculture. 

Now, back through the egg-producing areas of the Midwest it 
only takes a surplus of about 7 percent of shell eggs produced to 
change the price to the farmer from 27 cents down to 15 cents, 
almost overnight; and unless we have a method of getting that 7 
percent overproduction off the market and into some other form of 
consumption—why in this $4 billion industry, and that is the poultry 
industry, in that $4 billion industry, the farmers can lose $100 million 
ina week by being forced to accept 15 cents a dozen rather than 25 
or 28 cents a dozen for his eggs; and this is just one more illustration 
of the splendid job that the Department of Agriculture is doing. I 
see several gentlemen sitting across the table from me today who 
have done work on this, in collaboration with Dr. Stiebeling of the 
Bureau of Home Economics, and I want to commend them. 

It is just this kind of job we should do and work on and make 
more palatable foods available to the teeming millions of children 
as well as the underprivileged who could consume it to advantage. 


THE HOG SITUATION 


Mr. Santance.o. Mr. Miller, the school lunch program is designed 
to broaden the market for agricultural food commodities, and under 
section (b) of the “Purposes,” it indicates it is designed to alleviate 
any local and seasonal surpluses. 

Mr. Mitirr. That is right. 

_ Mr. Santancevo. While I come from a city, I certainly have been 
interested in the problem that the farmers of Peoria and the farmers 
in Illinois and Iowa and Nebraska have, and, as you may recall, I 
was very much concerned about the red meat situation in the schools. 
I have noticed that the price of hogs today is about $12.50 per hun- 
dredweight, or about 12.5 cents per pound. By the way, is that the 
price today ? 

Mr. Miter. Yes, about $13. 

Mr. Anpersen. I think Mr. Santangelo is correct in speaking about 
the average price of those hogs. I appreciate his interest because this 
Is a serious economic problem in my area. 

Mr. Santancexo. In the Chicago market the prices have been ap- 
proximately about $12.50 per hundredweight; and when we went 
out to Omaha last year, the price was $15.50 per hundred pounds. We 
thought that a price of $15.50 was pretty low. In some places it was 
$16; and the better hogs were bringing about $15.50 to $16. There 
has been a drop of about $3.50 per hundredweight for these hogs. 
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EFFECT OF MEAT PURCHASE PROGRAM 


Will you tell me, when you gentlemen went in and purchased the red 
meats, what effect’ your pure hase had upon the price of hogs during 
the 1959 period ? 

Mr. Miter. We will furnish the dates we started purchasing red 
meats for the school lunch program. Hog prices started their recovery 
about the first of the year. 

Mr. Santancevo. In 1960 or 1959? 

Mr. Mirurr. In 1960. 

Mr. Sanrancero. Well, during the year 1959, the early part, the 
price of hogs was fairly strong. 

Mr. Mriter. That is right, and in the fall it declined. In the 
month of November and December it declined rather a 

Mr. Sanrancevo. How did your Department react? Did i 
in there and buy, and what effect did it have on the market? 

Mr. Lennartson. We made two purchases. We announced the fro- 
zen ground pork program on August 24, 1959 when the price of hogs 
started to move down. 

Mr. SANTANGELO. What. was the price at that point? 


Mr. Lennartson. I would say they were around $12.50 to $13 at that 


time. 

Mr. Sanrance.o. That is considered by the farmers to be pretty 
low. 

Mr. Lennartson. We completed the frozen pork program and on 
October 14 we shifted over and continued the program by buying 
canned pork and gravy. 

Mr. SanranceLo. What effect did it have on the price? Did it go 
up? 

Mr. Lennartson. This is difficult to measure—the effect the pur- 
chases had. Whether the price would have dropped more, or 
whether we stabilize it, is an extremely difficult thing to say. 

Mr. Mitter. The amount of pork we are able to purchase and use 
in comparison to the quantity of pork which is being produced and 
available for consumption is so small that we cannot state specifically 
and mathematically how much benefit is derived. Obviously there 1s 
some benefit, but we cannot attribute the rise in price of hogs, since 
the first of the year, solely to this purchasing program. 

Mr. SantanGeo. One of the objections to moving in by Mr. Morse 
was that if you declared a policy that you were going to purchase, 
you might have an effect on the market, which might make the price 
soar; whereas. in your own thinking, you had in mind that your 
purchases would strengthen the market. 

Mr. Muir. I think we are talking not in the case of hogs but in 
the case of red meat and beef. 

Mr. Sanranceto. Would you say that the different plans applied 
in the purchasing of hogs, as comp: ared to the purchase of beef ? 

Mr. Mrirer. Yes, because in the case of red meat, canned beef, our 
purchases are from a very small segment of the total market. Red 
meat, ground and canned meat, such as we furnish to the school-lunch 
children, comes out of cow beef. Cow beef is a very small segment of 
the entire beef industry. 

At the time we were talking last year, very few cows were going to 


market. The price of cow beef was very high, and it is still relatively | 
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high, and people are building up cattle numbers, and everything that 
would breed was left on the farm. 

A purchase in that very small category or segment of the beef 
industry can have some very profound effect on the price of that type 
of beef. That wouldn’t affect the sirloin steak they would sell at the 
Mayflower, but it would affect the price of hamburger and meat loaf 
that the housewife buys. 

Mr. Sanrancero. The declaration of intention to purchase doesn’t 
affect the price of hogs ? 

Mr. Miter. Not hogs. 

Mr. Santancero. If one of the primary purposes is to help an in- 
dustry which is falling, and it hits bottom you would step in. Asa 
matter of fact, there is a bill in the hopper which is considering sub- 
sidizing the hog farmers to the extent of the difference between $14 
and what the going price is. 

So if the school-lunch program has as one of its major purposes the 
helping of an industry, would you think you could have gone into the 
market a little more; because I know that the children could assimilate 
much more pork products than they received. 

Let me ask you this question: Do you think the children in the 
school-lunch program could have assimilated more pork products 
than you purchased for them last year? 

Mr. Mitxer. I believe they could. 

Mr. ANpERSEN. The answer would be considerably more, would it 
not ? 

Mr. Miruirr. I presume that they could consume more of the pork 
or beef or lamb. 

Mr. SanranceLo. Your justification states that you bought no beef 
whatsoever ? 

Mr. Lennarrson. We bought 24 million pounds. 

Mr. Sanrancevo. That is for the year 1960; and in 1959 you bought 
no beef at all? 

Mr. Lennartson. No, I was speaking of the current year. 

Mr. Sanrancero. You don’t have your 1960 figure in here? 

Mr. Lennartson. No; not in that table. 

Mr. Santancexo. And you bought 20 million pounds of frozen pork 
for about $9,600,000 approximately. In my opinion, I think maybe 
you could have purchased much more pork to firm up the falling price 
of this industry. 

Mr. Anpersen. Will you yield, Mr. Santangelo? 

Mr. SANTANGELO. Yes. 

Mr. AnpersEN. I think you are absolutely right. You are touching 
upon the objection that I expressed earlier today as to the lack of 
Interest on the part of the Secretary of Agriculture in using his full 
authority in using some of these funds—$494 million, to be exact— 
to help producers of commodities of this nature. And here we could 
have well afforded to have spent an additional $50 million to bolster 
that market last summer and last fall very judiciously and with very 
good effect in the school-lunch program. : 7 

I back Mr. Santangelo up 100 percent. I don’t know how much 
you can expend in any one commodity. You were nowhere near the 
limit on that, were you, under the law ? 


Mr. Miturr. No. 
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Mr. Anprersen. You could have expended another $50 million for 
pork and pork products, had you wished to do so? 

Mr. Mitter. We could have, } yes, sir. 

Mr. Anpersen. I think the Department will figure that here you 
are dealing with a $5 billion shanty in hogs, and perhaps a $50 
million investment might return an additional’ $500 million to the 
producer. That is the point I have not been able to get over to Mr. 
Benson in the past 7 years. 

There is a tremendous leverage in this, and, at the same time, the 
schoolchildren can consume a good deal. I want to commend the 
gentleman from New York on the splendid job he has done in the 
short time he has been on this subcommittee. He has shown an 
interest in this particular thing which is vital to the schoolchildren 
of America, and, at the same time, he has shown a broad attitude, es- 
pecially coming from a city where there is not a single farmer, ‘and 
he has shown a broad attitude toward the real problem facing the 
farmers of America; and I would like to thank you, Mr. Santangelo. 

Mr. Marsnaru. I would like to concur with you in that statement. 
I think our colleague from New York certainly is an outstanding 
member of this committee. We appreciate his services. 

I would like to comment on one thing that my colleague from Min- 
nesota said. We received a publication put out by the U niversity of 
Minnesota entitled “Minnesota Farm Business Notes” and this is the 
headline of the issue of January 1960: “Large decline in farm in- 
come for 1959,” and the first paragraph of this article says: 

Total cash receipts of Minnesota farmers in 1959 fell 7 percent, or more than 
$100 million from the record levels established in 1958. Poultry and hog pro 
ducers shared the bulk of the decrease. Increased marketings in part reflecting 
the huge national supply of feed grains depressed prices and encouraged the 
producers of livestock and livestock products. 

That further confirms what my colleague from Minnesota has just 
said. 

Mr. Mirrer. I would like to observe that I am of the opinion, and 
I think the Secretary is of the opinion, that more benefit would inure 
to the school-lunch program by the use of such sums of money as we 
mentioned a moment ago, Congressman Andersen, than w ould bene- 
fit the agricultural industry in the long run, or even in the short run 
in the case of pork and eggs. For it is quite easy to expend those 
sums of money and procure the food for the children, but it is also 
quite easy to purchase in advance of breeding dates, in the case of hogs 
and invite increased production in the area. It is quite easy to get 
people to set aside an increased number of laying hens, and I think 
that quite frequently, this is what you do unless you use the funds very 
judiciously—when you purchase for the school-lunch program with 
the use of section 32 funds. 

Mr. Anpersen. I would say if this would solve the problem first, 
I would bear with you on the other one of increased production later 
on. I don’t think that the two are so tied in together that you can 

make the possible increased production in hogs and eggs next spring 
a logical reason for failing to get into the market for either pork or 
eggs or poultry products. 

Mr. Micuet. There is one factor in the discussion that seems to be 
evaded, and I am talking from a district where we have the second or 
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third largest hog producing county in the country. They don’t like 
$11 or $12 hogs but there will be an 11-percent or 12-percent drop in 
farrowing of “hogs this spring, according to the Department’s latest 
forecast. If the Government should step in and buy to such an ex- 
tent that it doesn’t discourage overproduction of hogs, you will never 
solve the problem. I don’t see how we can expect the Federal Gov- 
ernment to iron out completely the rises and falls. There is such a 
thing as a corn-hog cycle; there is no getting around it. Here in the 
school-lunch program you couldn’t purchase enough to shore up the 
market of livestock throughout the country. The purchasing would 
have to be on a much broader and grander scale. 

Mr. Santance.o. Before I answer you, I want to thank my two 
colleagues for the kind and generous words they expressed. I think it 
isin the spirit of brotherhood, and I appreciate it. 

But as far as what you said, I don’t think that there has been such 
a great difference in the prices in the grocery stores since last Febru- 
ary, with respect to ham and other pork proudets. 

Mr. Micuet. Pork in my hometown dropped 30 cents a pound in 
the supermarket from 89 cents to 59 cents for center-cut. chops. 

Mr. Santancero. And it has dropped $3 per hundredweight for 
the farmer, and I would be very happy to see the farmer produce as 
much as he could, if we had to ‘buy it, and they could sell it, and, at 
the same time, you might see a drop in the high cost of living in the 
cities; and most of the people, when the pork products are so high, 
cannot buy them, and the poor people in my district cannot buy them, 
and they would like to buy them. When they start getting short- 
changed and shortweighted in the store, not intentionally deceiv ed, 
but by being offered an 8-ounce package rather than a pound package, 
with a wholesome label which the people rely upon, I would like to 
see the prices in the markets go down, and [ am not talking about 
the prices to farmers. 

From what I have said, and from what Mr. Wells has shown us, 
the farmer is getting less and less of the consumer dollar, but the 
consumer is paying more and more. I think one problem has very 
little to do with the other, and if we fortify and strengthen the whole 
situation, I think eventually we will see reflected a decrease in the 
prices in the market. 


1960 SCHOOL LUNCH PROCUREMENT PLANS 


What are the plans with respect to 1960 in the purchase of beef 
and the purchase of hogs? 

Mr. Muzer. As we pointed out to the chairman a few moments 
ago, we propose to use the $110 million and $40 million, and that we 
expect also to be using section 32 funds for the purchase of other 
commodities as the need may arise. 

Mr. SantTANGELO. We are now talking about 1961. I am talking 
about the present year 1960. You have purchased some pork and 
some beef. I would like to see at what rate you are going today. 

Mr. Lennartson. We have completed the purchase program for 
these commodities, and these are the quantities purchased as reflected 
in this table. 
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(The material referred to follows :) 


School lunch program—Sec. 6, procurement activities, fiscal year 1960 











Commodity Pounds | Obligations 
| | 
| | i 
Sec. 32 transfer to sec. 6: 
Fruits and vegetables: | 
ING GEN sn eas ca sasda ne een ia cama ce steicew 20, 809, 600 | $1, 976, 000 
Corn. ... A Ne Oe : . 13, 117, 400 | 1, 297, 000 
; ee eae rote 
UI cn on ee ate od 33, 927, 000 3, 273, 000 
Meats p 
RO NORINN 5 o e Bs =e 24, 318, 000 | 10, 275, 000 
Lamb, ground. at a ea ee og ‘ wie : 357, 000 | 225, 000 
Pork, ground.___ : 18, 459, 000 | 8, 028, 000 
Pork and gravy, ¢ anned 5 et 27, 030, 900 | 13, 705, 000 
Turkeys, frozen ‘ sefgucateas ; 21, 700, 000 | 7, 902, 000 
RNIN a rE re hs : ke eee 91, 864, 900 40, 135, 000 
Redonation costs ___- Pee eee ee : DS ee . -| 20, 000 
MRR een waa oat aed oe ateean a a 125, 791, 900 | 43, 428, 000 
Regular sec. 6: 
CeMrries.. - ee kk Sh en a ee ee eR Saye cel 16, 155, 000 | 2, 155, 000 
RiPeANNRNS Soo S toca. ey et Riise. tat ee te 15, 435, 412 | 1, 565, 000 
raneiruit..-....<.<. a See ae E 14, 036, 2450 | 2, 100, 000 
nS ee arae FE SRE RG : ok 25,957, 350 | 3, 087, 000 
ee ee i ; , ‘ 15, 863, 120 | 1, 350, 000 
Peres oe et ee ’ 5 ; 10, 489, 680 | 990, 000 
ON Fo 3 Ae eee So cee ane es . nas 20, 597, 209 | 1, 988, 000 
Tomato paste. _.._______- Be en eee : 12, 006, 000 1, 435, 000 
a 130, ! 40, 021 14, 670, 000 
SE CN i a ee ee od 256, 331, 921 | 58, 098, 000 








Mr. SANTANGELO. So with respect to pork as against compar able 
items how much have your purchased ? 

Mr. Mitxer. 18.5 million pounds of ground pork, plus 27 million 
pounds pork and gravy canned. 

Mr. Sanranceto. How does that compare with the purchases of 
the previous year of 36 million pounds? 

Mr. Mitier. Frozen pork last year was 20 million pounds; and 
the sum total of the two pork products purchased this year is 45.5 
million pounds. 

Mr. Santancero. That is for the fiscal year of 1960, 45 million 
pounds, as compar ed to what poundage in 1959 ? 

Mr. Miter. 20 million pounds. 

Mr. Santanceto. So that you have purchased much more pork in 
1960 than you have in 1959? 

Mr. Mituer. Yes, sir. 

Mr. Sanrancero. I am happy to see in 19 of that you purchased 
more turkeys than you did in 1958. In 1958 you did not purchase 
any of them. 

Mr. Mixer. We bought 21.7 million pounds this year—1960—less 
turkeys this year than in 1959, but we bought of course beef and more 
pork. 

Mr. Santance.o. How about poultry? Have you purchased any 
poultry ? 

Mr. Miter. No; we have not. We are in a different position on 
poultry. You would have to buy broilers. We think we can get a 
better buy and a more uniform buy in turkeys than poultry. 
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EGG PURCHASE PROGRAM 


Mr. Sanranceto. How about the egg-purchase program? Com- 
pare for me the purchases in 1959 with 19602 

Mr. Lennartson. In 1959 we bought 11.8 million pounds 

Mr. Wetts. We are just in the process of purchasing dried eggs 
again now. We purchased enough dried eggs toward the end of last 
fiscal year and gave them to the schools so that they had them on 
hand for the beginning of the school year. 

Mr. Lennartson. Since the fall of 1958 the schools have had all 
the dried eggs that they can use, and still do. 

Mr. Weis. We are now in the surplus egg period, and we are try- 
ing to buy the eggs which will supply this end of this year and the 
beginning of next year. 

Mr. SANTANGELO. So you cannot make a direct comparison ? 

Mr. Wetts. That is correct. 

Mr. Lennartson. Of the quantity purchased last year, some was 
carried over to this year. 

Mr. Mitier. At the present time, what would you say your weekly 
purchases are this year compared with last year? 

Mr. Lennarrson. Our weekly purchases are now down, compared 
with what they were last year, but the schools have all the eggs that 


they require. 





PARTICIPATION IN SCHOOL LUNCH PROGRAM 


Mr. Sanrance.o, That is satisfactory. Now, with respect to the 
number of children who are participating in the program, I note that 
there is a half million more in 1960 than in 1959. Does that figure 
include the two new States of Alaska and Hawaii ? 

Mr. Lennarrson. Yes, they were in the program before this, 
whether they were States or not. 

Mr. SANTANGELO. That does include the two new States ? 

Mr. Lennartson. Yes. 

Mr. Santaneevo. And that includes Puerto Rico? 

_ Mr, Lennartson. Yes, sir; this is the increase due to the population 
increase. 

Mr. SANTANGELO. Some of the schools which are being built are pro- 
viding for cafeterias, and I anticipate that the program will expand, 
and I believe that it behooves the Department to try to grow with it, 
rather than cutting $3 million, or almost $3.5 million from the section 
82 funds. It might be of benefit to the expanding school population 
that the expenditures expand with it so that we can take care of all of 
them. This is not only a program for the city fellow, but it also 
takes care of the rural people who do not have a balanced diet, and 
we recognize that during the last two wars that a great number of 
= inductees failed to qualify because they did not enjoy a rounded 

let. 

It was deplorable that we had to have so many misfits, and I think 
if you educate them and give them the proper diet, I think you can 
give them the nutrients they need. We have a responsibility, and you 
gentlemen have a ROeLOneaP and I would like to see the program 
expanded, rather than cut back. Do you anticipate in 1961 a larger 
participation by children ? 
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Mr. Lennartson. Based on the history of the program, we would 
anticipate a larger participation. 

Mr. Mitier. You mean more schools participating? There are 
more children within schools. 

Mr. Lennartson. You have more children within the schools, and 
more cafeterias and better facilities. 

Mr. SanTanceto. It is an interesting development that your school- 
lunch program is having a reverse effect. It is leading to construc- 
tion of schools. Many communities are trying to go in and have new 
construction, solely to obtain the lunchroom facilities, and to provide 
school lunch for the children in lunchrooms; whereas, when they have 
to make a decision whether they should alter or remodel a school, or 
to construct a new schoolroom, one of the decisive factors I have seen 
is the factor of the lack of facilities in the present structure. Con- 
sequently the school authority decides to construct a new building. So 
it helps to develop the economy and give employment. Builders can 
build some new schools and children can have better facilities. 

So that while the schoolchildren have been profiting because of the 
improved diet, the program is having the reverse effect now, and it is 
giving some of the city governments the drive to develop schools with 
the facilities. So it is also going to help the economy, just as the 
economy is helping the particular schoolchild. 

IT am happy to see that the school-lunch program is expanding and I, 
for one, certainly would support this program today and also tomor- 
row on an expanded basis; and when you gentlemen take that attitude, 
I will compliment you more than I have up to this point. 


LOCAL NATURE OF SCHOOL LUNCH PROGRAM 


Mr. Marsnaru. Mr. Wells, did you want to make an obser ration? 

Mr. Wetis. We have been discussing this school-lunch program in 
terms of the Federal contribution. The national school lunch pro- 
gram is chiefly a private or local program. The total resources going 
into the school program are about $1 billion, whereas the direct Fed- 
eral contribution is only about $150 million. 

It is true that the special milk program and the section 32 and sec- 
tion 416 contributions come up to somewhere in the neighborhood of 
$300 million. But I think the greatest single contribution of the na- 
tional school lunch program has been that it has given the State 
school superintendents, the State school lunch directors, a point 
around which to argue for a complete school lunch program and talk 
good nutrition and proper food use. And I do think whatever our 
troubles might be over the Federal contribution, that we should not 
forget that this is chiefly a local program, and I hope will remain 
one. 

Mr. Anprrsen. You will recall that this subcommittee, even before 
the Congress woke up to its responsibility, put into our bill money for 
the school lunch program, even though it was not authorized. So 
this subcommittee really, years ago, started the school lunch program, 
and what you have just said is absolutely the fact. 

We put the money in as an incentive to local communities, nation- 
wide, to do the job, and they have responded nobly. 

You are absolutely right, Mr. Wells. 
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Mr. Wetts. It works so well that if you put too much of a particular 
commodity into the program, what it really does is to substitute for 
the contribution of the children and the parents. Every school lunch 
director wants to price his lunches as low as possible, but you do 
reach a point where, instead of getting additional consumption of the 
commodity, you displace local purchases; and this point we do not 
want to reach. 

Mr. Sanranceto. We haven’t reached that point, and I think it will 
be a long time before we reach it. I know that the school lunch 
program is causing parents to become accustomed to purchase that 
type of product, parents pay a portion of the cost, the localities make 
a certain contribution, and so does the Federal Government. 

It is good that you did point out that it is a well-rounded program. 
Itis not a charitable program. 

Mr. Miter. In the fiscal year 1960 the payments for meals were 
$560 million, the State and local contributions, $100 million, and other 
local contributions, $120 million, for a total of $780 million from 
sources within the States. And our contribution, excluding the 
special milk program, will run approximately $221 million. I shall 
summarize these figures in a table to be furnished for the record. 

(The material referred to follows:) 


National school lunch program, including special milk program, fiscal year 
1960 budget 
Financing : 


1. Biante and loeel appropriations... 22k heck: $100, 000, 000 
2: 2s0Ch GUREIIONGs > oooh eee i esto 120, 000, 000 
5; AOE BOR TROOI Gots ced wtlccienciilaniemmimsimmmens 560, 000, 000 

DYOI GO UTCOe Width TION nnn riccccrmcaioantinawne 780, 000, 000 
SS POGGPAT CRMy COMEPINRINONS. oi Sead kn ences 93, 600, 000 
5. Special (MUHE CHAR COMMUN 6 occ diecincteeniwn nnsonnwen 77, 800, 000 
gg a a ye een ee ne ere ers 58, 400, 000 
7. Value of Federal surplus commodities_._.._._.__._..__..-____ 1 67, 800, 000 

GS BRON atresia eee aman 297, 600, 000 

Or I acca ii ea acerca pean cine 1, 077, 600, 000 


1Current estimate increases donated soraes commodities to $73,900,000, which will raise 
the Federal contribution to about $303,700,000 and the total program to $1,083,700,000. 


Mr. Santance.o. I am on the Subcommittee of the District of 
Columbia with Mr. Natcher, and I am happy to say that the Com- 
missioners expanded the school lunch program to include a couple of 
hundred children. It is not a complete program as yet. There is a 
contribution by the District, and no contribution by the parents. And 
we can foresee that even the District will have an expanded program. 

That is all. Thank you. 


MINNESOTA FARM SITUATION 


Mr. Anpersen. I have just one general question in the line of sum- 
mation, Mr. Chairman. 

We have had a very good discussion here today, and I want first 
to have in the record here an expression of appreciation to you per- 
sonally and to those good men whom we have across the table from 
us here today. We have here experts in their line who have done a 
lot of good for agriculture in America, each and every one of them, 
and I could not single one of them out more than the other, but I can 
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see in this room today at least six men who were testifying before 
this subcommittee 15 years back; and I want to commend you gentle- 
men for what you have done. 

I do want to say for the record, Mr. Chairman, that our concern, 
as expressed today in this matter, is exemplified by what this par. 
ticular news release has to say about Minnesota’s cash income for 
the farmers of that State this past year. 

I had a letter just the other day from a good friend of mine, and 
he referred to the fact that in that particular area of the country, in 
my district, the average farmer is beginning to feel, “Well, what is 
the use? Here we have gone along, and after quite a while we find 
our income steadily decreasing” ; and this man portrayed three villages | 
which he said are dying villages today. 

He said, “Why are they dying villages? Simply because the agri- 
cultural income of that particular area is gradually drying up.” 

It was not too many years ago when in that area we could expect 
$1.40 for our corn, and this year you have to have mighty good corn— 
and we don’t have it this year—to get 95 cents a bushel. We have 
had to take 60 and 65 cents a bushel for the corn which was pradasale | 
When you consider an area such as mine, 19 counties which produce 
on an average of 50 million bushels of corn, and you take away half 
the value of that corn, your economy suffers. Just 3 or 4 years ago 
it was $1.40 a bushel, and you had $70 million gross for those 19 ¢ coun- 
ties, and everybody prospered. What has hi appened in that area 
means that each and every one of those 19 counties have gone down 
in gross income, in corn alone, to the extent of $2 million and $3 mil- 
lion. It means that just that much less business goes into every one 
of those stores in the 150 villages that I have the honor to represent. 
And it is beginning to mean hard times for those people. 

We have been hit ver y badly back in that area. We had drought in 
the small grain crop, and we had soft corn in the fall. Then, we had 
low egg prices, where the only real cash commodity available was sell- 
ing for 17 and 18 cents for top eggs, instead of 29 and 30 cents a 
dozen. 

The hogs have taken a tumble and, frankly, the people in that area, 
there is only one word that describes how they feel today; they are 
becoming dispirited. My friend told me that in one large city of 6,000 
people, and that is a large city out my way, there are seven new 
buildings which are unused in that city today because of the lack of 
business, and he mentioned several other cities where they were prac- 
tically dying on the vine. 

Tam putting this in the record, and I think Mr. Marshall will back 
me up, that we do have hard times there in our State, and we are not 
discussing the question today from the viewpoint of having something 
to talk about. But anything we can do—if we can help -put the price 
of shell eggs up, or help boost the price of hogs from $12.50 to $13.50, 
or do something to get a little more income—I think it will be to the 
good of everyone concerned. It will not only help my people but 
it will also restore important. markets for industrial production. 

That is all [have tosay. Thank you. 


GRAIN INSPECTION PROGRAM 


Mr. Micuex. In the $85,000 increase for added supervision under 
the Grain Standards Act, I would like to ask what you meant by that 
deerease since 1955 ? 
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DECLINE IN PERCENT OF INSPECTIONS FEDERALLY SUPERVISED 


Mr. Lennartson. One of our responsibilities in the Grain Stand- 
ards Act is the supervision of federally licensed inspectors. What 
has happened over the years is that the flow of grain has increased 
as a result of increased production. The number of licensees stationed 
around the country has increased, but our Federal staff has remained 
relatively constant. At one time we were able to supervise 10 percent 
of inspections made by those licensed inspectors. Now we are only 
able to supervise 6 percent or less of the grain inspections which h- 
censees make. We feel that to do an adequate supervisory job we 
ought to look at at least 10 percent of their activity. 

Last year the percent of inspections supervised was down below 6 
percent, and I doubt if it will be 6 percent this year. This is where we 
feel our supervisory activity needs to be strengthened. 

Mr. Mittrr. The quantity of grain being inspected now is greater 
and the supervision offered for that inspection is about the same 
today as was provided for the quantity of grain inspected by licensees 
in or bat the proportion, the percentage of it, is not as great; isn’t 
that right ? 


INCREASE IN QUANTITY OF GRAIN INSPECTED 


Mr. Wetts. There is an increase in quantity of grain, and in grain 
being inspected, but no significant increase in the number of inspections 
being reviewed by Federal supervisors. 

Mr. Mittrr. There is an increase in quantity of grain being super- 
vised, but actually the percentage of the grand total is not as great, 
as before, due to the increase in volume. 

Mr, Micnen. That is what I could not understand, because there is 
an increased amount of grain, and it breaks it down proportionately, 
and for this work you feel justified, as I think there is certainly some 
merit in your assumption that a 6-percent sampling, or a 6-percent 
supervision is not as good as 10 percent. 

Mr. Lennartson. That is right. And it is much more than look- 
ing at the samples. It involves instruction to the licensee and per- 
sonal visits to see how well he is doing his job, and so on. 

We are going to be particularly hard hit when the St. Lawrence 
Seaway is in full operation, in adjusting to the whole pattern of mar- 
keting grain out there—and we will be hard hit in many other offices. 
Secondly, there is the matter of the export grain, where we have re- 
ceived substantial complaints on the quality of grain being exported. 

We will not agree that all complaints can be aimed at the inspec- 
tion service. There are a multitude of causes involved. Certainly, 
for whatever grain we do supervise for export, we want to do an 
effective job. 

Mr. Micuen. That is all. 


GRAIN INSPECTION ON ST. LAWRENCE SEAWAY 


Mr. MarsHauu. Since this matter came up of the inspection, because 
of the opening of the St. Lawrence Seaway, are there ample funds 
in this appropriation to take care of the need in this area for in- 
Spectors ? 
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Mr. Lennartson. The inspection which we will perform on U.S. 
grain outside the country on the St. Lawrence Seaway, in the Canadian 
ports, will be done on a fee basis, under the Agricultural Marketing 
Act, so that will support itself. 

Some of the increase requested here is to more adequately staff the 
Duluth-Superior port and other lake ports, so that we might better 
supervise the inspection of grain going into export. 

Mr. Marsnatu. I think you may be aware that there has been a 
great deal of concern expressed in this area for fear that the quar- 
antine and inspection service might not be properly staffed. 

Mr. Lennartson. That is quite different, the quarantine service. 

Mr. Miter. We are inspecting grain moving through Canadian 
ports with our own employees. 

Mr. Lennartson. American grain. 

Mr. Mittrr. This is American grain going through Canadian ports 
for export, and being inspected by our own employees, and hence we 
do not have the same supervisory inspection problem as we do for 
that particular grain which moves through the U.S. ports and is in- 
—. by licensees which we must supervise under the Grain Stand- 
ards Act. 


MARKETING RESEARCH AND SERVICE 


Program and financing 





1959 actual | 1960 estimate | 1961 estimate 








Program by activities: 
Direct costs: 
1. Marketing research and agricultural estimates: 

















(g) Marketing reneeren.... ...~.cecsencansecee $7. 460, 364 $7, 343, 500 $7, 892, 200 
(b) Economic and statistical analysis........... 1, 588, 696 1, 632, 900 1, 643, 500 
(c) Crop and livestock estimates_.........-..-- 6, 179, 068 6, 436, 100 7, 035, 800 

Total, marketing research and agricul- 
SU RNR 5 bk toa dece cee wnctarcsce 15, 228, 128 15, 412, 500 16, 571, 500 

2. Marketing services: ee th 

(a) Market news service. ..-.......---..--...-. 4, 824, 402 4, 999, 000 5, 029, 100 

(b) Inspection, grading, classing, and standardi- 
POR dla de Site tip ddanctowubackewsbiesee 13, 996, 591 18, 195, 000 18, 393, 800 
(c) Preteht Tate 9ervi0es.....n ns. ccc cn encnccwee 180, 311 190, 000 191, 200 
(d) Regulatory activities. ...................... 2, 273, 093 2, 595, 600 2, 880, 900 

(e) Administration and coordination of State 
DEPRESS oo ce enky Subedaicaharageecends 68, 867 75, 000 75, 400 
Total, Marketing services. ...........-- 21, 343, 264 26, 054, 600 26, 570, 400 
of ae 36, 571, 392 41, 467, 100 43, 141, 900 

3. Relation of costs to obligations: Obligations incurred 
for costs of other years, net....................... ha sew eeceentnaaicedakcoaeee 
Total Giréct OUligations . « ..... <..ncqcnecsnscue- 36, 661, 544 41, 467, 100 43, 141, 900 


Reimbursable costs—obligations: : 
2. Marketing services: (b) Inspection, grading, class- 























ing, and standardization ?.......................- 2, 379, 585 3, 305, 000 8, 305, 000 
Total program (obligations)___..............-.- 39, 041, 129 44, 772, 100 46, 446, 900 
Financing: 

Comparative transfers from (—) other accounts. _.........].......---.--- E0000 1 ncn cusene 
Advances and reimbursements from other accounts___._.- —2, 379, 585 —3, 305, 000 —3, 305, 000 
Unobligated balance no longer available --..........--...- UCC TNO Ivanéavkuccuces icchcassxoacee 
New obligational authority. ..........................-- 37, 966, 700 41, 417, 100 43, 141, 900 

New obligational authority: peas — 
urmemin te re te ke og i ee! 34, 854, 000 41, 417, 100 43, 141, 900 
Transferred from ‘‘Conservation reserve program,’’ Com- ‘ 
modity Stabilization Service (73 Stat. 34)_............--| B; CER TOO tek cdnaccaecnittstnwecececua 
Appropriation (adjusted)... . <1 wee 37, 966, 700 41, 417, 100 43, 141, 900 





i 


1 Includes capital outlay as follows: June 30, 1959, $596,919; 1960, $334,000; 1961, $379,700. 
2 Includes capital outlay as follows: June 30, 1959, $35,859; 1960, $26,400; 1961, $26,400. 
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Object classification 





1959 actual | 1960 estimate | 1961 estimate 
































Total number of permanent positions. -_-..........----------- 7, 020 7, 183 7,350 
Full-time equivalent of all other positions...............-..--- 286 383 419 
Average number of all employees---_-.......-.--..---.-.------ 4, 847 5, 723 5, 907 
Number of employees at end of year..........-.....-.---.---- 5, 402 5, 903 6, 072 
Mees 12 GO00 OG BOINEY 6 iin cp eniccdameddccsucccnknandasne 7.2 $5,732 |7.3 $5,753 | 7.3 $5, 748 
Average salary of ungraded positions................-.-------- $4, 260 $4, 367 $4, 392 
Personal service obligations: 
Pertpaniont NomGONS.... : - 2... oon cc cc etciseacaca. cscs. BER $31, 425, 100 $32, 242, 500 
Positions other than permanent...........-----.-----.--- 1, 087, 520 1, 406, 200 1, 540, 600 
CPR ENE GUCUROIDS obo viicrennswsacencedeuedadinasess 186, 715 494, 300 393, 500 
Total personal service obligations..................----- 28, 367, 503 33, 325, 600 34, 176, 600 
Direct obligations: 
aE IOs nshne manele pa paaiehiadakdndekwudsene 26, 615, 946 30, 773, 100 31, 624, 100 
Oe PRNOL. co dncste an asedwsoawnuns 1, 977, 554 2, 275, 300 2, 505, 000 
03 Transportation of things 287, 257 205, 400 212, 100 
De STAM LOOTS GOT WINOE nu pac cceusconnensucaccususe 1, 904, 677 2, 300, 000 2, 320, 600 
GS Bente and WNty SION na cnescecdsendinsacmnccas 253, 422 249, 600 208, 900 
Oe: STA GRE GG POITOCUOI nn cccmoocecieccunscccosonee= 571, 087 595, 800 609, 300 
@ Other enntractual s67fvi0es.. . o.oo ccccccncccccsese 1, 407, 356 1, 515, 900 1, 877, 600 
Services performed by other agencies__...........--- 859, 785 676, 000 696, 900 
08 Supplies and materials....................-.-------..-- 546, 874 507, 700 541, 700 
OP’ (SONIC. < u.c cob danhineewciuwkaamakudkaaeubéinikagin ep 540, 591 328, 800 410, 900 
ap * ane Ries SUPE 8 525 =o ccncaasaccesuhiie ances tuecakeshenecun 20, 000 55, 000 
11 Grants, subsidies, and contributions.................- 1, 612, 667 1, 936, 000 1, 992, 700 
13 Refunds, awards, and indemnities__..........-..----- 23, 541 26, 000 26, 100 
20° "2 ORO STG SIN ctccetccnncenecsieeweacvsnecs 60, 787 57, 500 61, 000 
"Tote! Giveet OCONGAIONE 6 cans cnccnncsncudsensnccasens 36, 661, 544 41, 467, 100 43, 141, 900 
Reimbursable obligations: 
Se NOOED DON TOU re icin tcc waunadeceeieavessneiutécowsxend 1, 751, 557 2, 552, 500 2, 552, 500 
Ge SOO. on wican dbied is nbakcetieniiebadlaasdblennnel 220, 240 219, 900 219, 200 
1) : PR ORBOFIRTIS OF SOINES.... cnnscncenntencvantemnsedeven 66, 849 29, 300 29, 300 
Oe * Competes SEW. nk ecw ee ccncsccceecoeen 81, 050 218, 600 218, 600 
G5 Rents and wtiity services... sono cs ccc c. cn necccc 22, 212 28, 300 28, 300 
OS “RWIOSING CAG TOUPGRUGRON on ccic goin sev ecasnnceuneer 16, 652 16, 200 16, 200 
O7 Other CONGACHIAL SEF VINES ~ oe nn ne cnccccnneenscawensa~ 11, 594 8, 400 8, 400 
Services performed by other agencies -_-.....-...-.-- 23, 537 20, 800 20, 800 
py RLU GING, GEO TUNR Ss, cin cuiieneduaewanwewndunenuisawn 49, 579 52, 800 2, 800 
OO GMO oie. cic danebhlalssinn seh osehebaweesysdicine 38, 593 21, 700 21, 700 
11 Grants, subsidies, and contributions. ............----- 88, 458 117,7 117, 700 
13 Refunds, awards, and indemnities...........-....---- 952 2, 100 2, 100 
BORE Ge SIO ine rcniincwsbbbinncesonccsves 8, 312 16, 700 16, 700 
Total reimbursable obligations...............-.-..- 2, 379, 585 3, 305, 000 3, 305, 000 
FOG CORON 6 xs Sccndddiiecnotdsenneewseusiuaaae 39, 041, 129 44, 772, 100 46, 446, 900 





SuMMARY JUSTIFICATION DaTA 


Mr. Wuirren. In view of the way we have been handling this, 
we should turn now to the “Marketing research and service” item, and 
I would like to have pages 336 to 339 of the justifications included in 
the record at this point. 


52635—60—pt. 2——4 
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(The pages referred to follow :) 


Marketing research and service 


research and | 


Marketing 

| ; 

agricultural 
estimates 


Appropriation Act, 1960_........._._--- Sea eee ee $15, 344, 500 
Transfers in 1961 estimate: | 
(a) From “Salaries and expenses, Agricultural Research | 
Service, research”’ for cotton quality research +50, 000 | 
(6) Between the 2 subappropriations for cling peach pro- 
duction estimates and crop and livestock reporting | 
RR regs ee ens, Ld aGaeawocee ee cleeaees | +18, ( 000 
eR 1 coo caccibcattmesce ene cepeceent in ,412, 500 


Budget estimate, 1961_____ 


+1, 159, 000 | 


IN ee eh a, eet cecanc an snneseesun eas | 


Summary of increases and decreases, 1 


Marketing research and agricultural estimates: 
To develop improved methods and instruments for use i 
grading of agricultural products___-_~-~ 


16, 57 71, 500 





| ; 
Marketing 
services 

| 


| 
| $26, 072, 600 
| 


—18, 000 


26, 054, 600 
26, 570, 400 


+515, , 800. 


961 


n quality 


To step up economic studies and market testing of new and im- 


proved uses for agricultural 


PERO es eae 


To appraise the impact of vertical integration and other changes 


on marketing structure_____- 


To develop methods for reducing deterioration of agricultural 
products in- marketing channels... enn nacsues 


To expand transportation and facilities studies to 
creased demands for data and technical assistance 
To initiate the long-range program to improve crop and 


meet in- 


livestock 


Law 86— 


Pina “GOV INN a sa Se eae es = 

To provide for agric ultural estimating services in Hawaii and 
ST a op 
For employee health benefit costs pursu: int to Public 
aac ee he 
Re bes pesto ijn tie erie at 


Marketing services: 


To provide for more effective supervision of a greatly expanded 


volume of grain inspection by licensees____________ 


To strengthen enforcement of the Federal Seed Act as amended 


I ea ee eee ss hes ag ee: 
To provide for more adequate enforcement of the Pack 
Stockyards Act, as amended_ 
Decrease due to providing a direct appropriation to the 


cers and 


General 


Services Administration for certain leasing costs previously 


nal trom this aueronriation.j. <— —— . 
For employee health benefit costs pursuant to public law 


Subtotal______ pisses one crates Fs a na pera ES a aE tall 


Total increase, marketing research 


86-382_ 


$41, 417, 100 


+50, 000 


41, 467, 100 
43, 141, 900 


rer 674, 800 





+$266, 700 
-+-70, 500 
+75, 400 
+50, 200 
+40, 400 

+502, 400 
+50, 400 


+103, 000 


+1, 159, 000 


+85, 800 
+50, 450 
+216, 450 
—45, 200 
+208, 300 


+515, 800 








+1, 67 


, 800 


~ 





, 100 


, 000 


100 
900 


800 


") 


0 


1, Marketing 
| 
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Project statement 





Project 


research and agricultural 
estimates: 
(a) Marketing research: 

(1) Market development.-.- 

(2) Market organization 
and costs i 

(3) Improving and evaluat- 
ing product quality 

(4) Marketing transporta- 
tion and facilities - -- 


Total, marketing 
POOMORS 355 cece 


(6) Economie and statistical anal- 
ysis: 
(1) Price, supply, and con- 
sumption ails 
(2) Farm income.-.- 
(3) Farm population-.--- 


Total, economic and 
statistical analysis 


(c) Crop and livestock estimates: 
(1) Field crops-.. Sixties 
(2) Fruits and vegetables 
(3) Livestock and poultry - 
(4) Dairy- | 
(5) Agricultural prices - ----- 
(6) Enumerative surveys, 
cold storage, farm em- 
ployment, and wages... 


Total, crop and live- 
stock estimates--__| 
Total, marketing re- 
search and agricul- 
tural estimates. -_- 


2. Marketing services: 
(a) Market news service: 
(1) Cotton and cottonseed _. 
(2) Dairy and poultry prod- 





BO tconccens sclarcouteeed 
(3) Fruits and vegetables. _.| 
(4) Grain, hay, feed, etc...-_| 
(5) Leased wire service... -.- 
(6) Livestock, meats, and 

WRITE acrcnt dete « 
(7) Naval stores.........-- 
Gas I sa cui wanonane | 

Total, market news 


Cg eet ee | 


1959 


$986, 499 
2, 255, 964 
2, 539, 008 


1, 696, 975 


7, 478, 446 





1, 971, 


766 
915, 275 
1, 564, 993 
637, 770 | 


925, 325 


185, 161 


6, 200, 290 


| 15, 234, 689 


440, 936 


865, 370 | 


1, 400, 955 
285, 379 
406, 042 

1, 219, 006 


21, 888 
204, 955 


4, 844, 531 


Increase or decrease 


| 

| I 
| 
| 




















| 1960 Health | 
| (estimated) benefit | 
| costs Other 
(Public 
Law 
86-362) 
$826, 800 +$5, 100 +-$90, 700 
2, 304, 500 +14, 700 +95, 600 
2, 514, 200 +16, 100 276, 500 
1, 698, 000 +-9, 600 +40, 400 
| 7,343, 500 +45, 500 | +503, 200 
| 
884, 200 | nN TD Bn as 
398, 800 +2, 700 | 
349, 900 +1, 700 
sasinminemenstiesiaanians fi vandintenisntieinittveiiasibite/i cantiecaneneenenmemanisiies 
1, 632, 900 +10, 600 | 
2, 021, 200 +14, 800 +331, 700 
953, 200 +7, 100 | +-14, 100 
ae +13,000 | +112, 500 
652, 100 +4, 900 +32, 900 
894, 300 +6, 200 +10, 500 
| 191, 000 | +900 | +51, 100 
Bee ht amen | onan 
6, 436, 100 +46,900 | +552, 800 | 
| 15,412,500 | +103, 000 |+1, 056, 000 
| | 
443, 300 fe ST 
| 
916, 200 I a i 
1, 447, 800 Pe O0e 1... 23.-. 2: 
283, 400 +1, 400 |. ‘ 
435, 700 +-1, 500 | Saeed 
1, 235, 600 +9, 500 |_...-- 
22, 800 | +100 : 
214, 200 | +1, 800 —1, 200 
4,999,000 | +31,300} —1,200 





1961 
(estimated) 


$922, 600 
2, 414, 800 
2, 806, 800 


1, 748, 000 


890, 400 
401, 500 
351, 600 


1, 643, 500 


2, 367, 700 
974, 400 
1, 849, 800 
689, 900 
911, 000 


243, 000 


7, 035, 800 


446, 600 


920, 900 
1, 456, 800 
284, 800 
437, 200 


1, 245, 100 
22. 900 
214, 800 


5, 029, 100 
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Project statement—Continued 


Increase or decrease 

































































1960 Health 1961 
Project 1959 (estimated) benefit (estimated) 
costs Other 
(Public 
Law 
86-362) 
ie 
2. Marketing services—Continued 
(6) Inspection, grading, classing, 
and standardization: 
(1) Cotton and cottonseed_| $2, 476,624 | $2, 551, 200 +$19, 300 — $41, 400 2, 529, 100 
(2) Dairy products- is 71, 937 70, 300 ee Ba 70, 900 
(3) Fruits and vegetables__ 759, 532 744, 000 me in ere 749, 600 
(4) Grain (U.S. Grain 
Standards Act)_.___. 2,006,291 | 2,012, 800 +15, 100 +85, 800 | 2,113,700 
(5) Livestock, meats, and | 
wool = Gla caetacsile 359, 674 324, 400 EE TR Beige a 326, 600 
(6) Naval stores_._.....__. 31, 193 30, 800 MD a ee 30, 900 
(7) Poultry products grad- 
a a Oe 277, 345 278, 100 a TION Hd cs eitsincccinteinsincced 280, 200 
(8) Poultry products in- 
ES eee 6, 057, 891 | 10, 203, 000 HU IOS Ue tide tuiaetias tal 10, 296, 000 
(9) Rice, hay, beans, etc___ 74, 634 73, 200 +600 |_....- a iceiakell 73, 800 
(10) Tobacco........ POS Cee 1, 941, 435 1, 907, 200 +18, 400 —2, 600 1, 923, 000 
Total, inspection, | 
grading, classing, 
and standardiza- 
ge tea aienee 14, 056, 556 | 18, 195, 000 +157, 000 +-41, 800 | 18, 393, 800 
(c) Freight rate services_...--...- 179, 961 190, 000 Ob 191, 200 
= — — — } — — 
(d) Regulatory activities: 
(1) Federal Seed Act._....-- 285, 593 288, 100 | +2, 100 +50, 450 340, 650 
(2) Naval stores and to- | 
bacco export permits__ 18, 959 19, 600 NOL ceadebuwane 19, 700 
(3) Packers and Stock- 
WENGS BOG. qscco~ cans 1,085,438 | 1,387, 400 +9,700 | +216,450 | 1,613, 550 
(4) Standard Container 
RODS iti iceniceinniurtnntnitie 12, 664 12, 600 SOP MND, Binididensintoniinaies 12, 700 
(5) Warehouse Act__.-.-.--- 848, 095 862, 500 MORO tinacaiveceacd 868, 900 
(6) Perishable Agricultural 
Commodities, Pro- 
duce Agency, and Ex- 
port Apple and Pear 
i ae 25, 400 ROE Wtedotatintheedeencankes 25, 400 
| 
Total, regulatory 
activities.......... 2,276,149 | 2,595, 600 +18,400 | +266,900 | 2,880, 900 
(e) Administration and coordina- 
tion of State payments_-_-._---- 69, 658 75, 000 BO dnanibudin bens 75, 400 
Total, marketing services...| 21, 426,855 | 26,054,600 | +208,300 | +307, 500 | 26, 570, 400 
Co) | eee 36, 661, 544 | 41,467,100 | +311, 300 |+-1, 363, 500 | 43, 141, 900 
Unobligated balance-----....------- py MOO: losnunkuh ascals doncunbuadiebsbpipehiaanes bonnscneaceen 
Total employee health benefit 
costs (Public Law 86-382) _-...-- hank [--]| [4-311, 300] [+-8, 700]} [+-320, 000) 
Total available for estimate_..._-- 37, 966, 7 0 | 41,467,100 | +311, 300 |+1, 363, 500 | 43, 141, 900 
Transfer in the 1961 estimates from 
‘Salaries and expenses, Agricul- 
tural Research Service, research’”’_|_..........- PAPO Cadacccheeuie laccennccuccnlnsaseanenee 
Transferred from ‘‘Conservation 
reserve program, Commodity 
Stabilization Service’”’...-.......-- Me REELS fo ckcne tnd aad weibadw wean Gassseaddausheseuhenanees 
Total appropriation or estimate-.} 34, 854,000 | 41, 417, 100 |..-...--.-..]-.-----22 22} 





1 Represents obligations. 
marily, a reduction of prior year obligations. 


Applied costs for 1959 are $36,571,392. 


The difference of $90,152 reflects, pri- 


Mr. Wuirten. I notice for this operation that you have requested a 


total of $43,141,900, including a tota 


1 increase of $1,674,800. I wish 


you would give to the committee in detail the particular projects that 
We might take them in order. 


are involved in the various increases. 
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Mr. Wetts. Mr. Chairman, the first column of increases is in the 
amount of $311,300 to cover employee health benefit costs on going 
programs, which is in line, as I understand it, with the way this has 
been handled with other agencies within the Department. 

In addition to that, there are a number of program increases for 
marketing research, crop, and livestock estimates, and for marketing 
services. The first increase amounts to $503,200 for marketing re- 
search; and with your permission I would like to ask Dr. Harry ' Tre- 
logan, our Assistant Administrator, Marketing Research, to discuss 
this item. Then I would like to ask permission for Mr. Newell to 
discuss the crop estimates increase; and for Mr. Lennartson to discuss 
the several increases in the marketing service and regulatory field. 


MARKETING RESEARCH 


Mr. Wuirren. We might turn then to Mr. Trelogan. I believe you 
were preparing to make a statement. How much reduction can we 
look forward to finding in your Department? We have been looking 
through these estimates. 

Mr. TreLocan. It is a pleasure this year to have the opportunity 
to testi fy in — of an increased appropri: ation for marke ting 
research. The $503,200 indicated in the notes on page 337 repre- 
sents the first program increase included in the budget for this item 
in several years. 

In my testimony, however, I would like to take a little time to re- 
port some acc omplishments, "particularly of work completed during 
the past year, and I think you may be interested in research we pro- 
pose to do with funds available as a result of project completions. 


MARKETING COSTS AND MARGINS 


We have continued to give emphasis to research on food costs and 
margins. Inasmuch as the consumer price indexes are still reaching 
new highs month after month, this emphasis seems to be appropriate. 

It is appropriate, if for no other reason than to underscore the fact 
that food prices again in 1959 served as the major price stabilizing 
influence in the economy. Prices to farmers declined more than 
enough to offset a relatively slight increase in food marketing costs 
and margins, so that retail food prices declined for the first time since 
1955. 

As one consequence, the farmer’s share of the consumer’s dollar 
spent for foods reached a 20-year low at 38 cents. A statement detail- 
ing the price changes that have occurred is available for insertion in 
the record as vou see fit. I have copies for each of you. 

Mr. Wuirren. We will be glad to have that. We will give it con- 
sideration for insertion, in view of the size. We will go over it first. 
Mr. Wetts. May I say a word about this report, Mr. Chairman? 

Mr. Wuirten. Yes, sir. 

Mr. Wetts. There is a special limitation which requires us to spend 
a specified amount of money on costs and margins work. This is, in 
effect, a report of the work done in response to that directive. We 
—— you such a report each year since the limitation has been 
In effect 
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Mr. Wurirren. Without objection, this will go in the record. 
(The material referred to follows:) 


DEVELOPMENTS IN MARKETING SPREADS FOR AGRICULTURAL PRODUCTS IN 1959 


HIGHLIGHTS 


1. Retail food prices decreased in 1959 for the first time since 1955, but 
the annual average was still the second highest on record. 

2. The spread between farm and retail prices of food increased slightly so 
that all of the decline in food prices in 1959 resulted from lower prices to farmers, 
However, the overall rise in farm-retail spreads of 1 percent was the lowest 
annual increase in 5 years. 

3. Most of the rise in farm-retail spreads was caused by a rise of 6 percent 
in spreads for meat products in 1959. The only other product group to show a 
marked increase in spreads was bakery and cereal products. 

4. The farmer’s share of the dollar spent by consumers for farm foods at retail 
dropped to an average of 38 cents in 1959, the lowest on record since 1939. 

5. Farm-retail spreads for cotton products rose during the latter part of 1959 
as prices to farmers dropped and retail prices of cotton products were a little 
higher. Mill margins continued the steady rise which began with the cyclical 
low reached in the second quarter of 1958. 

6. Higher retail prices of tobacco products in the 1958-59 marketing season 
reflected higher prices received by farmers for leaf tobacco. Farm-retail spreads 
excluding excise taxes were slightly lower than in 1957-58. 


RECENT TRENDS IN FOOD PRICES AND MARKETING COSTS 


The moderate decline in food prices during 1959 kept the Consumer Price 
Index (covering all major commodities) from rising as fast as it did in the 
1955-58 period, when food prices also were increasing. Since World War II, 
the only periods of relative stability in the Consumer Price Index have coincided 
with drops in farm prices of food products (fig. 1). 

In 1959, the retail-store cost of a “market basket” of farm food products (repre- 
senting the average quantity per family of food purchased annually in retail food 
stores by urban moderate-income families) was $1,040, a decrease of $24, or 
about 2 percent, from 1958. The farm value of the foods in the market basket 
dropped from $480 in 1958 to $399 in 1959, a decrease of $31, or 7 percent 
(table 1). 
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and farmer’s share of retail cost, 1947-60 } 





—The farm food market basket: Retail cost, farm value, farm-retail spread, 

















| Retail cost ? | Farm value *} Farm-retail | Farmer’s 
Year and month (dollars) (dollars) spread share 
(dollars) (percent) 
= 
a et ah eh one teat a aacmoemaae 911 | 467 444 | 51 
ee Je 5 Abi wk een kek aawm aan 982 | 497 485 5 
ODT ce ie ed sgiawasnera meee wad ugilt wns ‘ 928 | 435 493 | 47 
SED BUONO inion ctckddeiwistotsbondauansenss 940 466 474 50 
a a le ee Se eat 920 | 432 488 47 
Re eon coi ees hab aoassenauabaessnUadaans 1, 024 | 497 527 49 
Ee oe, aisacbseceduabuscasitssumysuweudant 1,034 | 482 552 7 
e220 aha ap dec sabe mceetencaaesbhd 1, 003 445 | 558 44 
Os a eae 986 | 421 | 565 43 
i ho aa ea ee i SO ant See. 969 395 | 574 | 41 
i: oS as i apihti teb ede dis to iri dees eines ci ones | 972 | 390 | 582 | 40 
RIE ie ica bs sé paisa caleSeots aeons 1, 007 401 | 606 | 40 
a ee ae ape a a a 1, 064 430 | 634 | 40 
1959 4 BEAT Pepe € $e ea is Tee ae 1,040 | 399 | 641 | 38 
1958 } | 
January.... 5 = 1, 042 | 27 | 615 | 41 
February : ; 1,049 432 | 617 41 
March 5 » sake 1,075 458 | 617 | 43 
April... 1, 085 | 453 | 632 | 42 
May 1, 086 | 446 640 41 
June... 1, 084 | 438 | 646 | 40 
July ‘ 2.3 1, 080 427 | 653 40 
August-.....---- i <i 1, 066 | 420 646 | 39 
September 1, 060 | 423 637 | 40 
October 1, 053 | 414 | 639 39 
November | 1,049 | 413 636 | 39 
December-. | 1, 042 | 405 | 637 | 39 
1959:4 
January... 1, 048 412 636 39 
February 1, 042 | 408 634 39 
March 1, 036 | 408 | 628 | 39 
April..... 1, 037 407 630 | 39 
May 1,035 | 401 | 634 | 39 
June 1,050 | 402 | 648 | 38 
July Eine . ‘“ 1, 052 | 394 | 658 37 
August petacucee eg 1, 039 396 | 643 | 38 
September__- 1, 043 399 | 644 | 38 
October 1, 037 | 391 | 646 | 38 
November. - - 1, 030 | 386 | 644 | 37 
December.... 1, 032 | 383 | 649 | 37 
1960: January 4... 1,030 | 386 644 | 38 








1 The farmer’s share and index numbers of the retail cost, farm value, and farm-retail spread for the year 
1913-56 are published in ‘‘Farm-Retail Spreads for Food Products,’’ U.S. Department of Agriculture Mis- 


cellaneous Publication 741, 1957. 


2 Retail cost of average quantities of farm foods purchased per urban wage-earner and clerical-worker fam- 
ily in 1952, calculated from retail prices collected by the Bureau of Labor Statistics. 
’ Payment to farmers for equivalent quantities of farm produce minus imputed value of byproducts ob- 


tained in processing. 
‘ Preliminary estimates. 
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FOOD AT HOME, CPi, BLS "raRm VALUE, MARKET BASKET OF FARM FOODS 
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Marketing margins continued to rise in 1959, so that not all of the decline in 
prices at the farm level was reflected in lower retail prices. The spread between 
farm value and retail cost averaged about 1 percent higher in 1959 than in 
1958. However, this was the smallest rise in overall marketing margins in 
several years. Some of the factors contributing to this continuing rise are 
discussed in the following paragraphs. 

Labor.—Labor costs in the processing, wholesaling, and retailing of food 
products amount to almost half of the food marketing bill. Thus, the continued 
rise in average hourly earnings of food marketing employees is a major factor 
in the upward pressure on marketing spreads. Hourly earnings of employees 
of food processing, wholesaling, and retailing firms averaged about $2.06 in 
1959, compared with $1.98 in 1958, and an average of $1.20 in 1947-49. In addi- 
tion, food marketing firms in 1959 paid supplements to wages and salaries, in- 
cluding employers’ contributions to pension, health, and welfare funds, as well 
as a few minor items, which amounted to an additional 5 percent of labor 
costs. ‘These fringe benefits have been increasing at a more rapid rate in 
recent years than have wage rates. 

Output per employee man-hour continued to increase in most segments of 
processing agricultural products. The number of production workers in proces- 
sing food products has continued to decline, although the number of administra- 
tive, clerical, sales, and professional employees in food processing firms has 
increased. Increases in labor productivity have had a significant effect in 
keeping unit labor costs from increasing at a faster rate. 

Advertising.—Advertising costs are a significant item in the food marketing 
bill. The Agricultural Marketing Service initiated work during the last year 
on the amount and effect of advertising on the costs of marketing food products 
and returns to farmers. Advertising expe nditures reported by food marketing 
corporations increased from $398 million in 1947 to $1,088 million in 1957, the 
latest year for which data are available (table 2).*. This increase of more than 
21% times in advertising expenditures was considerably greater than the increase 
in the overall marketing bill. It is likely that in the last 2 years advertising 
expenditures have continued to rise at a faster rate than the total marketing bill. 

Total advertising expenditures have consistently been larger for food-proces- 
sing corporations than for food wholesaling or retailing corporations. This is 
partly because corporate firms do a larger part of food processing than of 
wholesaling or retailing. Advertising 2xpenditures of retailers, however, have 
risen most rapidly in recent years. The proportion of retailing done by cor- 
porations has increased; there has been more advertising of retailer brands, 
and retailers are using trading stamps extensively in their advertising and 
promotional efforts. 





1These estimates cover only corporations engaged in food manufacturing, wholesaling, 
and retailing, adjusted to eliminate expenditures for nonfood items. They do not include 
advertising expenditures by noncorporate firms, trade associations, producers’ cooperatives 
or other noncorporate organizations. The de finition of advertising costs used in this study 
is the one developed by Internal Revenue Service for corporations reporting advertising 
as a tax deduction. Trading stamps and other promotional expenses are not always 
reported as advertising expenditures. 
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TaBie 2.—Expenditures for advertising food and kindred products by manufacturing, 
wholesaling, and retailing corporations, 1947-51 and 1953-57 


[Dollar amounts in millions] 





Ee 


Type of firm Percentage of total expenditures 











Year | | 

| Manufac-| Whole- | Retail- Total Manufac-| Whole- Retail- Total 

| turing | saling ing | turing saling ing 

| | } | 

| Percent | Percent | Percent | Percent 
Pl ie natanhs =e $319.5 | $37.3 $41.5 | $398.3 | 80 9 11 | 100 
1948_____- | "345.7 | 46. 4 | 47.3| 439.4 | 79 10 | 1 100 
WP Radeni nse | 374.4 | 52.4 | 55. 2 482.0 78 11 11 | 100 
MN 5 cunatecemebnns | 435. 1 64.8 60.2 | 560.1 | 78 11 | 11 | 100 
E9OL. . 2. -| 470.1 | 70.3 69.1 | 609. 5 | 77 12 11 100 
(i hss isl nD 
WS igen aaSécnca | 558.4 78.5 | 91.7] 728.6] 77 11 | 12 100 
esr acne } 610.9 | 78.8 106.4 | 796.1 | 77 10 | 13 100 
1055....- == 688.3 | 75.3 135.7 899. 3 | 77 8 | 15 100 
SM oe bei pena ane cre 724.0 84.8 | 167.4 976.2 | 74 9 | 17 | 100 
1957... week 758.9 | 95. 4 183.4 1, 037.7 | 73 | a 18 | 100 








1 Data for 1952 were not available, 


Source: Based on data obtained from Internal Revenue Service Source Book. 


Taxves.—Taxes are a substantial part of the marketing bill for food products. 
During 1959, the Agricultural Marketing Service also initiated research to deter- 
mine the types and magnitude of taxes in marketing food products and to study 
the effects of taxes on market structure. In 1957, food marketing corporations 
paid almost $1.7 billion in taxes, an increase of about two-thirds over the $1 
billion reported for 1947 (table 3). Taxes have increased at about the same 
rate as the marketing bill. 

About three-fifths of these taxes were Federal income taxes. The remainder 
was other taxes—real estate and personal property taxes, social security, unem- 
ployment insurance, State income, and franchise taxes and license fees. 

These estimates do not include retail sales taxes on food. The tax on retail 
food store sales of food items in 1957 probably amounted to around $400 million? 

Also, the data in table 3 do not include taxes paid by noncorporate food mar- 
keting firms. Taxes paid by noncorporate firms probably were somewhat below 
a half billion dollars in 1957.2 

Thus, taxes paid by food marketing firms and retail sales taxes probably 
totaled about $21 billion or close to 10 percent of the marketing bill. This esti- 
mate does not, of course, cover taxes included in the cost of supplies or equip- 
ment bought by food companies or other indirect taxes. 


2 This estimate is based on tax rates and Census sales data. 

8’ This estimate is based on the proportion of processing, wholesaling, and retailing per- 
formed by noneorporate firms and the assumption that the owners of these firms have 
lower average tax rates than those paid by corporations. 
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TABLE 3.—Tazes paid in marketing food products by processing, wholesaling, and 
retailing corporations, 1947-51 and 1953-57 } 


[Million dollars] 


Type of firm 





Percentage of total taxes paid 














Year | Me. ie % on ade ~ ae 
Food Whole- Retail | Total, Food Whole- Retail Total, 
proces- | sale food food | all proces- | sale food food all 
sors | firms stores | groups sors | firms stores groups 
wel gS Meer 1 eapere-s lie pT EM ae 
| 
| Percent | Percent | Percent | Percent 
Dl cntupepaondncahn 750.9 122. 5 | 136.9 | 1,010.3 74 | 12 14 100 
1948 caus woul 678. 2 | 113.1 143.6 934.9 73 | 12 | 15 | 100 
ee 680.8 | 120.7 161.7 963. 2 71 | 12 | 17 | 100 
SOO die cececs secs | 888.1 155.6 194.5 | 1,238.2 | 72 | 12 16 | 100 
Pe ar tidedkee ee 908. 2 156.8 209.5} 1,274.5 | 71 12 17 100 
WS ccs cce ek ct | 986.7 | 152.3 266.0 | 1,405.0 70 | 11 19 | 100 
1954 Fasansvabbose |} 950.1 152. 1 280.2] 1,382.4 69 | 11 | 20 100 
TO ig a a aa 1,094.0 | 166, 2 315.5 1, 575.7 69 | 11 20 | 100 
MM. 2 cc ee 1,091.4! 178.7 360.4 | 1,630.5 | 67 | 11 | 22 | 100 
NON oe sx ese | 1,088.1] 184.1 385.0] 1,657.2 | 66 | 11 23 | 100 
| | | 











1 Total taxes include Federal income taxes, excess profits taxes where applicable, and ‘‘taxes paid.” 
The latter category consists principally of taxes on real estate, personal property, social security, unem- 
ployment insurance, State income, franchise taxes, and license fees. Total taxes paid by these corporations 
have been adjusted to allow for beverages and nonfood products processed or handled. 


Source: Based on data from the Internal Revenue Service Source Book. 


Profits Profits of corporations manufacturing and distributing food were 
higher in 1959 than in 1958, according to preliminary reports. Manufacturers’ 
profits rose substantially after decreasing in 1958. For the first three quarters 
of 1959, profits (after taxes) of food processing corporations totaled $930 mil- 
lion, compared with $821 million in the same period of 1958.4 Many retail food 
chains have reported higher profits in 1959 than in comparable periods of 1958. 


MORE AND BETTER FOOD AT LESS COST 


Prices of food, the largest item in most urban family budgets, have received 
much public attention during recent years. Because consumers normally asso- 
ciate high prices with short supplies and low prices with abundant supplies, it 
is difficult for them to understand why food prices have risen despite generally 
abundant supplies at the farm level. Several salient points regarding this sit- 
uation should be noted. First, as shown in figure 1, food prices have risen 
much less in the post-World War II period than the average of all consumer 
prices. Overall food prices have declined in several years in contrast to the 
continuing rise in prices of housing, transportation, medical care, and other 
services. Retail prices of some foods are lower than they were a decade earlier. 
Also, any rises in food prices are attributable to increased marketing spreads 
rather than higher prices to farmers, as the prices received by farmers for all 
products are generally lower. 

Wage rates and consumer incomes have risen steadily in the postwar period, 
so that the cost of food to consumers in terms of hours of pay has declined 
substantially. Figure 3 shows the retail-store cost of the foods in the market 
basket converted into the hours of labor required to buy the market-basket 
foods. Wage earners had to work only about three-fourths as many hours to 
pay for the market basket of farm foods in 1959 as in 1947-49, although the 
dollar cost of these foods had risen 11 percent. In 1959, factory workers on the 
average could buy the market-basket foods with the paychecks (less withholding 
taxes) received for about 525 hours compared with about 725 hours in 1947-49.° 





*Computed from ‘Quarterly Financial Report for Manufacturing Corporations,” pub- 
lished by Federal Trade Commission and Securities and Exchange Commission. 

5 The market basket contains only the average quantities of farm-produced food products 
purchased for consumption at home per urban wage earner and clerical-worker family in 
1952. It does not include imported foods or nonfarm food such as bananas, pineapple, 
coffee, and fish. It does not include foods purchased in the form of restaurant meals. 


Therefore, expenditures for foods in the market basket do not represent all expenditures 
for food made by these families. 
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Thus, their pay for 200 hours was available for nonfood purchases or increased 
expenditures for food. For some families, it has meant “upgrading” their diets 
through buying more meats, more “expensive” out-of-season foods, and foods 
with more built-in maid services that save kitchen-preparation time for home- 
makers. 

Higher wage rates and lower prices to farmers are the principal factors low- 
ering “real” costs of food to urban consumers. Net hourly earnings of manu- 
facturing workers increased from $1.30 in 1947-49 to an estimated $2 in 1959, 
an increase of over 50 percent. The “farm value’—the farmers’ returns from 
the market-basket foods—dropped from $466 in 1947-49 to $399 in 1959, a de- 
crease of 14 percent. Asa result of higher wages and lower prices to farmers, 
the average number of hours of the wage earners’ pay going to farmers for pro- 
ducing the foods in the market basket declined by close to 50 percent between 
1947-49 and 1959. 

Dollar marketing charges were 35 percent higher last year than in 1947-49, 
Despite this rise, the hours required to pay marketing charges also decreased— 
by 12 percent—but this decrease was much smaller than for farm production. 

Greater efficiency in both the production and marketing of food products has 
made it possible for consumers to buy more and better foods with a smaller 
proportion of their incomes. Food expenditures took 21 percent of disposable 
income in 1959, a substantial drop from the postwar high of 27 percent in 1947. 
Widely recognized are the gains in production efficiency achieved through mech- 
anization, improved crop varieties, and improved feeding efficiency in livestock. 
Not as well known nor as spectacular are the gains achieved in the efficiency of 
providing the marketing services required to move food products from the farm 
to the consumer’s dinner table. Marketing spreads have increased but not as 
fast as wage rates of labor, or prices of other services, and supplies bought by 
marketing firms. For example, the increase in actual labor costs per unit of 
food product marketed in the last decade was only about half as large as the 
rise in hourly earnings. Unit labor costs rose less because the output per man- 
hour increased. Large investments in new plant and equipment and greater 
emphasis on marketing research, both public and private, apparently accelerated 
gains in labor productivity in the 1950’s over the moderate gains during World 
War II and the immediate postwar period (fig. 4). 

The increased efficiency of our food marketing system can be illustrated in yet 
another way. The volume of food moved through the marketing system increased 
by about a fourth in the last decade, but the number of persons required in- 
creased by only about 10 percent despite many additional services not fully 
reflected by the increase in volume. 

Improvements in marketing efficiency vary markedly between groups of food 
products. As a result, trends in marketing spreads also vary. The next section 
reviews and summarizes trends in costs, services, and efficiency in marketing 
individual products and product groups. The data presented were obtained 
through special price spread studies in the Agricultural Marketing Service. 


SPECIAL Price SprEAD STUDIES 


BREAD 


Retail prices of a 1-pound loaf of white bread averaged 19.7 cents in 1959, 0.4 
cent higher than in 1958. However, marekting charges rose by 0.6 cent while 
the payments to farmers for ingredients used in a loaf of bread declined from 
3 cents to 2.8 cents. The farmer’s share of the retail price was 14 percent for 
all ingredients and 12 percent for the wheat. 

The rise in retail prices of white bread in 1959 continued the steady increase of 
the last 10 years. As shown in figure 5, the increase in spreads between farm 
and retail prices closely paralleled the increase in retail prices. Changes in 
the farm prices of wheat and other ingredients used in bread (farm value in fig. 
5) have had little or no effect on retail prices. 

The wholesale price for a 1-pound loaf of white bread increased from 11.6 
cents in 1950 to a new high of 16.8 cents for 1959. Of this 5.2 cents increase, 
5.1 cents may be accounted for through increases in the baker-wholesaler margin 
(fig. 6). The widening of this margin may be attributed largely to higher costs 
in the baking and wholesaling operations, excluding ingredient costs. Rises in 
wage rates, salaries, and commissions were responsible for much of the increase. 
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The baker-wholesaler margin widened by 0.8 cent from 11.2 cents in 1958 
to 12 cents in 1959. In 1959 this margin amounted to 61 percent of the retail 
price of a 1-pound loaf, compared with 58 percent in 1958. 

The average retail margin for 1959 was 2.9 cents. This is 0.2 cent less than 
the annual average for 1958. From 3.1 cents in the first quarter, the retail 
margin declined to 2.8 cents in the last quarter. 

For the 10th consecutive year, the miller margin for the flour used in a 1-pound 
loaf of white bread remained at about 0.6 cent. 

Handling storage, transportation, and other processing charges remained 
unchanged at 1.4 cents per loaf equivalent in 1959. 


DAIRY PRODUCTS 


Fluid milk.—Retail prices for single quarts of fluid milk averaged 24.7 cents 
in 1959, an increase of 0.2 cent over 1958. This was the smallest increase since 
1955. Farmers received 10.7 cents of. the retail price in 1959, the same as a 
year earlier. The marketing margin rose from 13.8 cents in 1958 to 14 cents in 
1959, che smallest increase in the last 10 years. 

The AMS study of the operations of 80 representative fluid milk processing 
and distributing firms indicates that the average price paid by consumers for 
all fluid milk decreased during the last 4 years. Prices of milk in each of the 
individual types and sizes of containers have increased, but these increases have 
been more than offset by (1) shifts to larger multiple-quart containers which 
usually sell at lower prices per quart than single-quart containers; (2) move 
ment of sales away from premium-priced milk; and (3) the continued shift from 
home delivery to store sales, for which prices paid by customers are usually 
lower than for home delivery sales (fig. 7). These shifts in the marketing of 
milk have brought about average per quart prices paid by consumers that prob- 
ably were about 0.5 cent lower in 1959 than in 1956. 

The slight downward trend of prices also is reflected in the unit value of 
product sold by fluid milk distributors. Sales value per 100 pounds of milk 
processed was $11.22 in 1956, $11.15 in 1957, $11.05 in 1958, and $11.07 in 1959. 

Fluid milk distributors’ total operating costs per 100 pounds of milk in 1959 
remained at about the same level as last year. Costs for wages, Salaries, and 
commissions rose about 3 percent. However, this was more than offset by 
slight decreases in costs for containers and depreciation. Other costs were 
unchanged. Raw material costs were slightly higher than in 1958. Net profits, 
before income taxes, per quart of milk sold increased from 0.71 cent in 1958 to 
0.79 cent in 1959. 

Detailed study of certain phases of the fluid milk distributors’ operations 
indicates that the increases in unit costs during 1955-58 have developed chiefly 
in the delivery segment of the business. In the 4-year period, total operating 
costs increased about 7 percent; processing costs increased 1 percent; admin- 
istrative costs, a very small part of the total dropped slightly; but delivery 
eosts increased 12.1 percent. 

This study also showed that small firms (those with annual volumes of less 
than 15 million pounds of products sold) had higher costs than large firms 
(those with volumes of over 30 million pounds per year). Processing costs 
were 36 percent higher for the small firms; delivery costs were 7 percent higher. 

The combination of these factors shows that improved technology has offset 
increasing cost rates in the processing function, but as yet has not been effective 
in the delivery function where labor is such a large part of the total costs. 
They also indicate that large firms are more likely to adopt improved tech- 
nological methods. 

Cheese.—Retail prices and marketing margins of American processed cheese 
increased in 1959, mainly because of the strength in the September-December 
market, but the annual average farm value was unchanged from 1958. Whole- 
sale prices of Cheddar cheese (the raw material for American processed cheese) 
moved above support levels in September and, in December, were as much as 
10 percent higher. This was the first time since 1952 that cheese prices were 
significantly higher than supports. The improved wholesale prices were reflected 
in higher retail prices and farm value. 

Cheese production, at least in the major dairy area, tends to be highly inte- 
grated. A study of cheese produced in Wisconsin showed that none of 12 lots 
of cheese moved through independently owned firms at each step. In one case, 
the following steps were integrated within a cooperative firm: Production of 
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WHITE BREAD 


Retail Price, Farm Value, and Farm-Retail Spread 
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Figure 5 
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Figure 6 
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milk, manufacturing, assembling, processing, wholesaling, and jobbing. Assem- 
bling-wholesaling-jobbing and jobbing-retailing were frequent combinations of 
functions. In no case was any marketing function carried on exclusively by 
independent firms. 

This study also indicated that degree of integration was not an important 
factor influencing returns to farmers, marketing charges, or retail prices. The 
important factor was the type of retail outlet and the type of package (fig. 8). 
Margins tended to be higher in small independent retail stores than in super- 
markets, and higher for cheese sold in small packages sliced than in larger 
packages unsliced. 

Butter.—The retail price for butter averaged 75.2 cents in 1959, 1 cent higher 
than in 1958. However, prices moved up substantially during the last 4 months 
of 1959. In December, the retail price reached 78.5 cents, more than 4 cents 
higher than in December 1958. About half of this higher price was reflected in 
the farm value for butter, which was 53.9 cents in December 1959 compared 
with 51.9 cents a year earlier. The other half of the increase was in the mar- 
keting margin. The wholesale-retail margin in December 1959 averaged 16.6 
cents, up 2.1 cents from a year earlier; the farm-wholesale spread was 7.7 cents, 
down 0.7 cent from a year earlier. 

The improved prices for butter and, to a lesser extent, for cheese, reflect the 
fact that these products are residual uses for milk. The total production of 
milk in 1959 was down slightly from 1958. However, due primarily to popula- 
tion increase, more milk was utilized in higher value uses, particularly as fluid 
milk. As a consequence, the amount of milk used for butter and cheese dropped 
by 4 percent. 

Nonfat dry milk.—Retail prices of instant nonfat dry milk rose slightly to 
47.3 cents per pound in 1959, based on prices collected through cooperation with 
the Bureau of Labor Statistics. The average farm value dropped slightly, 
and the marketing margin rose 0.6 cent-to 40.2 cents. 

Most nonfat dry milk for household use is distributed under the private 
brands of a relatively few firms. Information obtained in a study of the costs 
of processing and distzibuting instant nonfat dry milk shows that heavy pro- 
motion and advertising costs are involved in developing and retaining a market 
for private brands. 

FRUITS AND VEGETABLES 


Marketing margins and retail prices of fruits and vegetables in the market 
basket averaged lower in 1959 than in 1958. These decreases followed sharp 
increases in 1958. In 1959, marketing margins for all fruits and vegetables 
averaged 32 percent higher than in 1947-49; retail prices were up 25 percent; 
and prices received by farmers were up 11 percent. 

For fresh fruits and vegetables, the retail cost, farm value, and marketing 
margin decreased in 1959 from the peak levels reached in 1958. Unfavorable 
weather late in 1957 and early in 1958 reduced the supply of some fresh prod- 
ucts; and sharp increases in prices and marketing margins followed. Much of 
the decrease in the farm value and retail cost of the fresh fruits and vegetables 
group in 1959 was caused by decreases in prices for oranges. The decrease in 
the marketing margin for fresh fruits and vegetables was the first decrease 
Since 1954. The marketing margin for fresh fruits and vegetables in 1959 was 
44 percent above the 1947-49 average, while the farm value had increased by 
6 percent (fig. 9). 

Marketing margins for processed fruits and vegetables in the market basket 
decreased 2 percent from 1958 to 1959 (table 4). Farm values in 1959 increased 
relatively more than retail prices. Farm values of frozen concentrated and 
canned orange juice were up sharply from 1958 levels. Marketing margins for 
Processed fruits and vegetables in the market basket have not increased as 
much in recent years as those for the fresh products. The marketing margin 
for processed products was 6 percent higher in 1959 than in 1953 (the first year 
for which data are published) and for fresh products was 14 percent higher. 
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Appalachian apples.—Several studies of the cost and economic efficiency of 
handling and packing operations have provided a better understanding of some 
of the cost components of the marketing margin for specific fruits and vege- 
tables. A study of costs and efficiency in handling and packing apples grown 
in the Appalachian area has suggested the most efficient methods and equipment 
in current use. During the 1957-58 season, packing costs by type of container 
were: 


Cost per 

Container container 
Meav-pACk CATIOD . os cena bccn nanan ecenes<snep< ga snsnsaso—hanecee= awee. 2) 
a UNI 8 accra) gee ean piTab an cal ama - lg 
12 4-pound bags (in master container) _-....-.------------------------ 143 
9 5-pound. bags” (in master container) ---.------.-----.~-~.------.~2--=- .93 


TarLp 4.—Change in retail cost, farm value, and farm-to-retail spread for fruits 
and vegetables in the market basket, 1959 compared with 1958 and 1947-49 


Item Retail cost Farm value Farm-to- 
| retail spread 


Market basket: Percent Percent Percent 
1959 over 1958 ; —2 TI +1 
1959 over 1947-49 vie +11 | —14 | +35 

All fruits and vegetables: 

1959 over 1958 ; “a +2 —2 
1959 over 1947-49 +25 +11 +32 


Fresh fruits and vegetables: 


1959 over 1958 a | ee —3 

1959 over 1947-49 +28 | +6 +44 
Processed fruits and vegetables 

1959 over 1958 | +3 | +28 | —2 

1959 over 1947-49 (1) | (1) (1) 


1 Not available prior to 1953. 


Potatoes.—Studies of the cost of handling and packing early-crop potatoes in 
Florida and Alabama showed the additional cost of packing potatoes in 10-pound 
bags rather than 100-pound sacks (labor, materials, equipment, and extra pota- 
toes) ranged from about 92 cents for an annual volume of 2,500 hundredweight 
to 57 cents for an annual volume of 40,000 hundredweight. Previous research 
showed the cost of packing early-crop potatoes in Florida and Alabama to vary 
between producing areas and by type of container as follows: 
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South Carolina peaches.—The division of the retail price for South Carolina 
peaches sold in New York City among marketing agencies and producers was 
derived from a study of handling and packing operations for South Carolina 
peaches and from data collected regularly for several fruits and vegetables at 
various points in the marketing system (fig. 10). During the second week of 
July 1959, South Carolina peach growers received an average on-tree return of 
$2.35 per bushel for peaches shipped to New York City. The f.o.b. shipping 
point price averaged $3.85 per bushel, which included the cost of container, 
picking, packing, and other shipping-point charges. In New York City, the 
Wholesale selling price averaged $5.75, and the retail price averaged $8.78 per 
bushel], 

As the marketing season progressed, supplies of peaches increased and prices 
declined at all levels. Marketing margins between wholesale prices and f.o.b. 
Shipping-point prices declined proportionately less than did f.o.b. shipping-pcint 
prices. During the latter part of the season, the f.o.b. price at shipping point 
ranged from $2.50 to $3. Picking, packing, and container costs averaged about 
$1.50, resulting in ontree returns to growers of from $1 to $1.50 per bushel. 
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LIVESTOCK 


Farm-retail price spreads for beef, pork, and lamb continued to rise in 1959, as 
they have in most recent years. In 1959, farm-retail spreads for U.S. Choice 
grade beef averaged 31.7 cents per pound (retail weight), 1.5 cents higher than 
in 1958. Price spreads for pork rose 1.9 cents and for lamb, 1.1 cents. Most of 
the increases in these spreads between 1958 and 1959 were caused by higher 
wholesale-retail spreads. 

In contrast to bread prices, farm and retail prices for meat products tend to 
move together more closely than retail prices and farm-retail spreads (figs. 11 
and 12). However, the continued increase in spreads for meat products has 
resulted in a rise in retail prices relative to farm values and a marked decrease 
in the farmer’s share of the consumer’s meat dollar. For example, the retail 
price of pork cuts averaged 57.2 cents in 1959, about the same as in 1952. But 
the farm value (equivalent to 1 pound of retail cuts) was only 27.4 cents com- 
pared with 34.1 cents in 1952. Thus, a drop of 20 percent in returns to farmers 
between 1952 and 1959 was absorbed by the increase in the marketing spread, 
and the farmer’s share of the retail price dropped from 59 percent to 48 percent. 

The increase in price spreads for beef also has depressed farm prices sharply 
in relation to retail prices. Retail prices for U.S. Choice grade beef in 1959 were 
near the high levels of 1952, but farm-retail spreads were 32 percent wider than 
in 1952 and farm values almost 20 percent lower. The farmer’s share was down 
from 72 percent in 1952 to 62 percent in 1959. 

In recent years, the AMS has published reports on several studies of different 
phases of selected segments of the complex marketing system for livestock and 
meat. A bulletin combining and coordinating the information contained in these 
numerous reports will be published in the near future. The objective of this 
bulletin is to present a more complete picture of different agencies utilized, serv- 
ices rendered, and costs and margins associated with the processing and distri- 
bution of livestock and meat. Operating cost data and information concerning 
factors affecting operating efficiency in meatpacking are being collected. This 
information, along with costs and margins data, will provide a framework in 
which further analysis can be made in delineating areas where increased efficien- 
cies and reduced costs may be possible in marketing livestock and meat. 


POULTRY AND EGGS 


Poultry and eggs are the only major group of food products on which farm- 
retail price spreads have not increased since 1947-49 (fig. 13). Farm-retail 
spreads on frying chickens averaged 0.7 cents a pound, lower in 1959 than in 
1958, while the average gross spread on eggs was 0.6 cent per dozen. Both farm 
and retail prices of fryers and eggs fell in 1959 and were at their lowest levels in 
more than 10 years. Major factors contributing to these price declines include: 
(1) Increases in production and marketable supplies, with resulting increases in 
interregional competition; (2) changes in the organization of production and 
marketing operations; and (3) basic trends toward higher efficiency in all 
segments of the industry. 

£ggs.—Farm-retail price spreads on eggs varied within the relatively narrow 
range of 17.8 to 20.4 cents a dozen from 1949 to 1959. They averaged 19 cents a 
dozen in 1959. Farm values and retail prices moved up and down sharply, but 
almost together, and both declined 7.4 cents a dozen from 1958 to 1959 (fig. 14). 
The decrease in farmer’s share of the retail price to 63 percent was a drop of 
0 percentage points from 1958. 

In general, farm-to-retail spreads on grade A large eggs in nine major cities 
remained about the same in 1959 as in 1958, but they averaged more than a cent 
a dozen higher than in 1957. Retail store spreads of 9.8 cents a dozen in 1959 
Were 1.5 cents wider than in 1957 (fig. 15). 

Variations in annual average spreads among individual cities may differ 
widely from the average changes for the nine cities. For example, from 1957 
to 1959, farm-retail spreads on grade A large eggs increased 3 cents a dozen in 
Los Angeles but decreased 0.6 cent a dozen in Chicago. These changes may have 
resulted in part from shifts in retail store pricing policies with respect to differ- 
entials among grades and sizes. 
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CHANGES IN MARKET BASKET 
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Farm-retail spreads in Los Angeles and San Francisco continue to be among 
the lowest in the nine cities, although these spreads have been widening since 
1956. Margins in St. Louis have narrowed since 1956, and were lower than those 
in San Francisco in 1959. In all three of these cities, eggs move directly from 
farms to assembler-distributors and then to retailers. New York continues to 
have the highest farm-retail margins on eggs, probably because of its high retail 
store spreads and its comparatively roundabout distribution channels involving 
many marketing firms in the city with costly, nonmechanized handling proce- 
dures. It should be noted, however, that an increasing volume of eggs is moving 
into New York retail stores through more direct marketing channels similar to 
those prevalent in Los Angeles, San Francisco, and St. Louis. 

The increasing tendency of large retail supermarkets and chainstore companies 
to purchase high-quality eggs, already candled and cartoned at point-of-produc- 
tion assembly plants for shipment directly to their stores, has resulted in sub- 
stantial reductions in volumes of eggs handled by terminal market wholesalers, 
A recent study points out how it is possible to save as much as 6 cents a dozen 
through close coordination of egg production and marketing channels. 

Frying chickens.—Farm-to-retail spreads of 20 cents a pound on ready-to-cook 
frying chickens in the United States in 1959 were the lowest recorded in nearly 
a decade (fig. 16). These spreads averaged 0.7 cent a pound lower than in 
1958. Both equivalent farm values and prices paid by consumers for ready-to- 
eook fryers continued their long-time downward trends and averaged, respec- 
tively, 22.3 and 42.3 cents a pound. 

All segments of the poultry and egg industries have been confronted with diff- 
cult problems of adjustment to less favorable price-cost ratios. The continued 
downward trend in farm-retail spreads has been due in part to continued efforts 
of marketing firms to survive during this period of low prices by reducing their 
profit margins, while trying to maintain or increase efficiency in their production 
and marketing processes. 

In contrast with 39-cent retail price specials on frying chickens a couple of 
years ago, in 1959 specials of 29 cents a pound and lower became both common 
and popular in chainstores and independent supermarkets in many cities. 

Turkeys.—Farm-retail price spreads for medium and large turkeys in the last 
quarter of 1959 averaged less than during the same period in 1958. The 1959 
Christmas holiday prices averaged higher for all turkeys than prices during 
the Thanksgiving holidays, and higher than prices for the Christmas holidays 
in 1958. 

One reason for higher Christmas turkey prices in 1959 was the smaller mar- 
ketable supplies of birds. Factors affecting this smaller supply were: (1) 
Heavier than normal retail sales of turkeys during late summer and early fall 
because of widespread advertising of turkeys as special, low-margin sales 
items; (2) heavy sales of turkeys during the Thanksgiving holidays, that fur- 
ther reduced cold-storage holdings; and (3) a lower volume of turkeys slaugh- 
tered in the last quarter 1959 than in 1958, although hatching reports indicate 
farmers raised more turkeys during 1959 than in 1958. 


VEGETABLE AND ANIMAL FATS AND OILS 


A study of marketing practices affecting procurement and use of major 
vegetable oils indicates that there is substantial vertical integration in vegetable 
oil refining and manufacturing industries, though there is little indication of 
growing horizontal concentration. The shift from use of cottonseed oil to soy- 
bean oil, particularly in the manufacture of margarine and shortening, is affected 
by the frequent and relatively wide price spreads between these oils. Processors 
of salad dressing and cooking oils still prefer cottonseed oil, but even this pref- 
erence is weakening. The relatively high cost of cottonseed oil reflects an 
inelastic demand in eertain uses and a limited supply, caused by the decreased 
demand for cotton and the cotton acreage restriction program. These conditions 
have contributed to the strong incentive for commercial users to seek ways to 
make greater use of the lower cost oils. 

A recent economic study of soybean processing indicates that between the 
1952-53 and 1957-58 seasons, the volume of soybeans processed increased over 
50 percent; the number of active soybean mills decreased from 174 te 110; and 
the rates paid by mills for wages, fuel, and power increased. Yet the average 
costs for processing soybeans by the solvent-extraction method decreased by ap- 
proximately 25 percent. Because of larger volume and improved efficiency, most 
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soybean mills now are able to operate profitably in spite of higher costs, and are 
able to pay higher prices for beans. 

The most economie conditions for the storage of vegetable fats and oils varies 
with the size, kind, and location of commercial field tanks. In a controlled 
experiment, drums of cottonseed oil have been held under various conditions up 
to 5 years. A drum of oil without access to air at room temperature showed 
the least decrease in quality, according to objective analysis. Quality deteriora- 
tion caused some oils to be discounted as much as 1 cent per pound under the 
market price. Most of the crude cottonseed oils stored in drums up to 3 years 
have shown decreases in value of as much as 15 percent, due generally to in- 
crease in color ; however, there was little change in fat stability. 

In a study of marketing margins for lard, estimates of charges made by mar- 
keting agencies were related to services they perform and to changes in prices 
of lard. The slaughter-to-retail margins for lard increased from 7.9 cents per 
pound in 1949 to 11.2 cents in 1958. Of the 3.3-cent increase, retail margins were 
up by 2.2 cents a pound and processor-wholesaler margins by 1.1 cents. Most 
of the fluctuations in margins for lard during the last 10 years appear to have 
resulted from changes in retail lard prices, with prices of hogs having little or 
no effect on lard prices. Since 1955, shortening manufacturers have purchased 13 
to 17 percent of the annual lard production for use in their products. This has 
had a stabilizing effect on lard prices. 


COTTON AND TOBACCO PRODUCTS 


Margin studies also were conducted for cotton and tobacco products, financed 
with regular funds. Some of the highlights of these studies are: 

Cotton—The spread between the retail cost of cotton products and the farm 
value of lint cotton used in their manufacture increased in 1959 but was still 
below the highs of the late 1940’s. The sharp decline in cotton prices at the 
beginning of the 1959-60 season brought the farm value of the lint cotton used in 
25 representative items of cotton clothing and household furnishings to an aver- 
age level of 30 cents per pound. At this level, the farm value was about 6 percent 
below that for the last 6 months of 1958 and about 25 percent below the record 
high of 1951. Retail cost for the equivalent of 1 pound of lint cotton averaged 
$2.14 during the last half of 1959, slightly higher than a year earlier, and about 
5 percent below the 1951 peak. Asa result of these changes, the farmer’s share 
of the consumer’s dollar averaged 14 percent in the last half of 1959, compared 
with 15 percent during the same period a year earlier and the high of 18 per- 
cent in 1951 and 1952 (fig. 17). 

Prices received by mills for unfinished cotton cloth have risen steadily since 
the recent cyclical low reached in the second quarter of 1958. The increase in 
cloth prices and the decline in raw cotton prices have resulted in substantial 
increases in gross margins of textile manufacturers. Mill margins for manu- 
facturers of 20 selected constructions averaged 49 percent of the value of un- 
finished cloth during August—December 1959. Although still below the levels at 
tained in the late 1940’s this percentage was well above the average of 42 per- 
cent for the 1958-59 season and 40 percent for 1957-58. 

Gross margins of retail dry goods stores generally have trended upward in 
recent years. Gross margins for merchandising raw cotton have risen mod- 
erately in recent years, reflecting increased charges for ginning, storage, com- 
pression, and other services. 

Manufacturing of cotton yarn and cloth and fabricating it into wearing ap- 
parel and household goods took more than 40 percent of the consumer's cotton 
dollar in 1957, the latest year for which data are available (fig. 18). Whole- 
Saling and retailing of these products also took over 40 percent of the con- 
Sumer’s cotton dollar. Margins for ginning and baling, combined with those for 
all the services involved in taking cotton from gins and delivering it to mills, 
totaled less than 4 percent. The relative importance, from the viewpoint of 
costs, of increasing efficiency and of reducing margins for manufacturing and 
distributing cotton products is indicated by these data. A reduction of 10 per- 
cent in the combined manufacturing and distribution margins in 1957 would 
have amounted to about three-fifths of the gross returns to farmers for cotton 
and to about 214 times the total costs of marketing the raw cotton, including 
ginning and baling. 
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Tobacco.—Price spreads for tobacco products are published regularly in the 
“Marketing and Transportation Situation.” The retail cost of tobacco prod- 
ucts made from 1 pound of leaf tobacco increased from $3.62 in the 1957-58 
season to $3.67 in the 1958-59 season. This increase of 5 cents was reflected 
in a rise in the farm value from 55 cents to 60 cents a pound. The farm-retail 
spread, excluding excise taxes, declined slightly because of an increase in 
State excise taxes. 

A special study of the margins and costs of cigarette tobaccos and cigarettes 
showed that returns to farmers and to manufacturers and distributors all have 
increased in the postwar period (fig. 19). The farmer’s share of 15.7 per- 
cent of the retail price in 1958 was about the same as in the 1948-52 period. 
The share going to manufacturers also was about the same in the two periods, 
but the share going to distributors was higher in 1958. Federal excise taxes 
took a smaller share of the retail price in 1958, but State excise taxes made up 
a slightly larger proportion. 
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Margins and costs publications issued, February 1959-February 1960 


Marketing Costs for Fresh Milk. Misc. Pub. No. 733. Revised February 1959, 

Marketing Margins for Sugar. Mktg. Res. Rpt. No. 311. March 1959. 

Irrigation—A Low Cost Method of Sewage Disposal for the Poultry Processor, 
Mktg. Res. Rpt. No. 306. March 1959. 

Farm-to-Retail Price Spreads of Cheddar Cheese in the South. Mktg. Res. Rept. 
No. 318. April 1959. 

Marketing Costs and Spreads for Eggs, Frying Chickens, and Turkeys Sold in 
San Francisco. Mktg. Res. Rpt. No. 314. April 1959. 

Marketing Margins for White Bread. Misc. Pub. No. 712. Revised April 1959, 

Marketing New England Poultry. 2. Economies of Scale in Chicken Processing, 
New Hampshire Agr. Expt. Sta. Bul. 459. April 1959. 

Marketing Costs and Margins of Selected Lots of Wisconsin Cheddar Cheese, 
Wisconsin Agr. Expt. Sta., Res. Bul. 210. May 1959. 

Volume-Weight Relationships of Farmers Stock Peanuts Stored in Bulk. AMS- 
303. May 1959. 

Comparative Costs of Alternative Methods for Performing Certain Handling 
Operations in Florida Citrus Packinghouses. Florida Agr. Expt. Sta. Bul. 
609. June 1959. 

Costs of Operating Southern Rice Mills. Mktg. Res. Rpt. No. 330. June 1959. 

Developments in Marketing Spreads for Agricultural Products in 1958. AMS- 
316. June 1959. 

Factors Affecting Costs of Wholesale Distribution of Frozen Foods. Mktg. Res. 
Rpt. No. 327. June 1959. 

Labor Efficiency in Formula Feed Production. AMS-310. June 1959. 

Flaxseed Storage at Country Elevators in Minnesota, North Dakota, and South 
Dakota. Mktg. Res. Rpt. No. 350. July 1959. 

The Inedible Tallow and Grease Industry, Changes in Markets, Practices, and 
Costs. Mkts. Res. Rpt. No. 342 July 1959. 

Comparative Accuracy of Two Methods of Pricing Turkeys. Mktg. Res. Rpt. 
No. 359. August 1959. 

Economies of Seale in Chicken Processing. AMS-331. August 1959. 

Shrinkage Losses and Grade Changes in Wheat Stored at Kansas Bin Sites. 
AMS-325. August 1959. 

Capacity and Processing Trends in the Fats and Oils Industry. Mktg. Res. Rpt. 
No. 360. September 1959. 

Costs of Packing Arkansas Peaches in 1958. Mktg. Res. Rpt. No. 361. Septem- 
ber 1959. 

Differentials in Workers’ Earnings in Selected Segments of Food Marketing. 
AMS-333. September 1959. 

Factors Affecting the Output, Size, Costs, and Location of Poultry Plants in 
Southern New England. 1. Costs, Efficiency, and Economies of Scale in Broiler 
Processing Plants. Connecticut Agr. Expt. Sta. Bul. 342. September 1959. 

Marketing Domestic Dates—Packinghouse Practices and Costs. Mktg. Res. Rpt. 
No. 373. November 1959. 

Candling and Cartoning Eggs at Country Plants. Mktg. Res. Rpt. No. 366. 
December 1959. 

Plum Packing Costs and Efficiency: The Effects of Packing Methods and Type 
of Container. California Agr. Expt. Sta., Mimeo. Rpt. No. 225. December 
1959. 

Lard Marketing Margins and Costs. Mktg. Res. Rpt. No. 376. January 1960. 

Milk Distributors Sales and Costs. Quarterly. 

The Marketing and Transportation Situation. Quarterly. 


Reports issued in other publications. February 1959-February 1960 


Transporting Livestock by Truck. Agricultural Marketing. March 1959. 

Assembling New England Poultry. The Marketing and Transportation Situa- 
tion. April 1959. 

Food Marketing Industries. Agricultural Marketing. April 1959. 

Livestock Terminal Markets. Agricultural Marketing. April 1959. 


Marketing Spreads for Turkeys in Selected Cities. The Marketing and Trans- 


portation Situation. April 1959. 
Marketing Costs for Sugar. Agricultural Marketing. May 1959. 
Costs of Operating Southern Rice Mills. Agricultural Marketing. July 1959. 
Handle Your Eggs With Care and Profit. Agricultural Situation. June 1959. 
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Indexes of Factory Production of Domestic Farm Food Products. The Market- 
ing and Transportation Situation. July 1959. 

The Marketing Bill for Farm Food Products. The Marketing and Transporta- 
tion Situation. July 1959. 

What’s the Farmer’s Share of the Consumer’s Milk Dollar? Agricultural 
Situation. July 1959. 

How Much Does It Cost to Market Our Farm Food? Agricultural Situation. 
August 1959. 

Quality and Weight Changes in Stored Wheat. Agricultural Marketing. Sep- 
tember 1959. 

Changing Marketing Channels for Farm Foods. The Marketing and Transpor- 
tation Situation. October 1959. 

Costs and Profits in Marketing Farm Products. The Marketing and Transpor- 
tation Situation. October 1959. 

Lard Marketing Margins and Costs. Agricultural Marketing. October 1959. 

Trends in Labor Input and Output in Selected Agricultural Processing Indus- 
tries, 1947-57. Agricultural Economics Research. October 1959. 

Do Quality Eggs Pay Off? Agricultural Marketing. November 1959. 

Workers’ Earnings in Food Marketing Industries. Agricultural Marketing. 
November 1959. 

Price Spreads for Formulated Poultry Feeds in Illinois. Agricultural Market- 
ing. December 1959. 

Magnitude of Taxes in Marketing Food Products. The Marketing and Trans- 
portation Situation. January 1960. 

Marketing Margins for Dairy Products. The Marketing and Transportation 
Situation. January 1960. 

Marketing Margins for Fruits and Vegetables. The Marketing and Transpor- 
tation Situation. January 1960. 

Marketing Spreads for Eggs and Frying Chickens in the United States and 
Selected Cities. The Marketing and Transportation Situation. January 1960. 

The Cost of Advertising in Food Marketing, 1947-56. The Marketing and 
Transportation Situation. January 1960. 

Price Spreads for Beef and Pork. The Marketing and Transportation Situa- 
tion. January 1960. 

Costs of Marketing Food Products. Agricultural Marketing. January 1960. 

Marketing Channels Are Getting Shorter. Agricultural Marketing. January 
1960. 

Farmer’s Share of Food Dollar Dropped Last Year. Agricultural Situation. 
February 1960. 

What Your Food Money Buys. Food, 1959 Yearbook of Agriculture. 


Other dissemination of price spread information, February 1959-February 1960 


Production Labor in Formula Feed Milling. Talk before Feed Production 
School, Kansas City. September 1959. 

Cost Accounting—A Tool for Management Decisions. Talk presented at South- 
ern Marketing Workshop, Marianna, Ark. October 28, 1959. 

Two Methods of Pricing Turkeys to Growers. Talk presented at Indiana 
Poultry Federation Convention, Mitchell, Ind. February 2, 1960. 


Margins and costs publications for textiles, February 1959-February 1960 


Marketing Channels and Division of Consumer’s Dollar for Cotton and Wool. 
The Marketing and Transportation Situation. April 1959. 

— Does the Dollar Consumers Spend on Cotton Go? Agricultural Situation. 
une 1959. 

Changes in American Textile Industry—Competition-Structure-Facilities-Costs. 

Tech. Bul. No. 1210. November 1959. 

Trends and Prospects for Marketing Textiles. The Marketing and Transpor- 
tation Situation. November 1959. 


ae and Wool Can Meet Competition. Agricultural Marketing. February 
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Line projects covered by appropriation for special study of price spreads, 
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March 1959—February 1960 
PROJECTS ACTIVE 


Costs, margins, and efficiency as affected by different methods of 
marketing sugar. 
Quarterly measurement and analysis of costs, margins, and efficiency 
for 80 selected fluid milk processing and distributing plants. 
Measurement of components of farm-to-retail price spreads for se. 
lected food commodities on a continuing basis. 

Marketing costs and practices for peaches. 

Cost and efficiency in wholesaling frozen foods. 

Cost and margins of marketing livestock, meats, and meat products, 

Analysis of farmer-to-consumer price spread in relation to market- 
ing agencies involved and services performed in the marketing of 
dairy products in selected cases. 

Impact of St. Lawrence Seaway on costs of marketing agricultural 
products, with emphasis on grain and grain products. 

Development of improved costing procedures for poultry slaughter. 
ing plants. 

Costs of marketing fresh citrus fruits grown in Florida and Texas, 

Margins, costs, and trade practices in marketing frying chickens, 
eggs, and turkeys in the Northeastern States. 

Analyzing price spreads, margins, and costs for grain and feed 
products. 

Costs and efficiency in marketing eastern apples. 

Costs and efficiency in operating alfalfa dehydrating plants. 

Marketing costs and efficiency and the organization of the California 
date industry. 

Plant operations and product exchange efficiencies in the mixed feed 
industry. 

Improved efficiency in honey marketing. 

Effects of equipment modifications on relative efficiency of screw: | 
press cottonseed oil mills. 

Zconomic requirements for development of a commercial egg industry 
in the South. 

Characteristics and impact of retail price wars in city milk markets 

Impact of seasonality of milk production on labor efficiency in plants 
manufacturing dairy products. 

Analysis of costs of processing and marketing soybeans and their 
products. 

Analysis of power and labor utilization and other costs in flaxseed 
processing. 

A economic appraisal of the effect of changing technology and serr- 

ices on marketing costs and margins of food products. 

Extent and effects of major labor-employment practices on the costs, 
adequacy, and structure of agricultural marketing. 

Marketing of products of class III milk in the New York milkshed. [ 

Effect of marketing changes upon marketing costs and upon demand 
and consumption of poultry meat. 

Study of the market organization, plant volume, practices, and eff 
ciency in the rice milling industry. 

Economic analysis of improved methods and practices for handling 
farmers stock peanuts. 

Organization and practices in the processing market for potatoes 
and the impact on the structure of the fresh potato market. 

Marketing situation and outlook reports. 

Development, maintenance, and analysis of farm-to-retail pric 
spreads and other marketing statistics on entire marketing process 

Providing statistical and economic information relating to the mar 
keting of agricultural products. 

Measurement of input-output relationships in farm food marketing 
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PROJECTS INITIATED 


OC 1-85. Commercial hatchery costs, operations, and trends. 

OC 1-86. Costs and practices in procuring and assembling eggs from farms. 

OC 1-87. Measuring marketing margins and costs for soybean and cottonseed 
oils in margarine. 

OC 1-89. Cost of handling, packing, and distributing pears. 

OC 1-90. Analysis of marketing practices, costs, and margins of hides, skins, 
and pelts as related to uses of leather and leather products. 

OC 3-20. Analysis of market news reporting and price spreads for formula feed 
in the Georgia-Alabama broiler area. 


PROJECTS COMPLETED 

OC 1-13. Flaxseed storage practices related to deterioration, costs, and returns 
to growers. 

OC 1-34. Marketing margins and costs for eggs cartoned in the Midwest and 
sold in distant cities. 

OC 1-36. An economic analysis of costs and practices in handling and packing 
early-crop potatoes. 

OC 1-87. Economic analysis of poultry dressing plants in New England. 

OC 1-45. Marketing margins for oilseeds and animal fats used in the manufac- 
ture of food products. 

OC 1-64. Buying turkeys from producers on the basis of ready-to-cook weights 
and grades. 

OC 1-65. Effects of keeping and utilizing proper records on the costs and ef- 
ficiency of processing and distributing dairy products. 

OC 1-66. Effect of dating regulations on costs of milk processing and distribu- 
tion. 

Mr. Tretocan. This report is, in effect, a summarization of work 
we have been doing, and Dr. Kenneth Ogren, who directs the research 
on our staff, is with us to discuss any phase you may want to have dis- 
cussed in greater detail. 

Briefly, it indicates that retail food prices are down for the first time 
since 1955; that the marketing margins are up as has been true for 
several years, but only slightly this last year. Farm prices are again 
down. ‘The wage rates and labor costs are up. The labor costs are up 
in about a proportion with the marketing margin. Advertising costs 
are up again at a greater than proportionate 1 rate. 

Mr. Warren. Outside of that, is the farmer doing all right ? 

Mr. Tretocan. I am sorry, I didn’t hear you. 

Mr. Wutrren. Is he doing all right except for these things? 

Mr. TreLocan. The farm | prices are continuing to go down, and are 
accounting for the decline in food prices that we are experiencing. 
The farm-retail spreads for cotton products rose during the latter 
part of 1959, as prices to farmers dropped, and retail prices of cotton 
products were a little higher. Mill margins continued the steady rise 
which began with the cyclical low reac hed in the second quarter of 
1958. 

In general, with respect to the food, the margins on meat products, 
particularly pork and beef, are up. There have been some declines in 
other products such as fruits and vegetables, whereas dairy and poul- 
try products margins are about. the same as in the preceding year. 

This research has been contributing some rather constr uctive effects 
that you may be interested in knowing about. During this past year 
a research study was published that indicated the marketing margins 
for midwestern eggs could be reduced by 6 cents a dozen through 
andling and cartoning at point of production. Since this report 
appeared we have received a number of inquiries from marketing 
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people who evidently are taking an interest in following the sugges- 
tions or have introduced the methods. The report, entitled “Candling 
and Cartoning Eggs,’ Marketing Research Report No. 366, might 
be regarded as further vindication of the persistent interest this com- 
mittee has shown in egg marketing for some time. 

We plan to continue and improve the costs and margins research, 
Right now we are acquiring more accurate and detailed data from 
several industries than ever before. This is particularly true of the 
poultry, meatpacking, and frozen food industries, which are intro- 
ducing in samples of firms uniform cost accounting records that we 
can use for cost analyses. 

Within the coming year we anticipate there may be an opportunity 
to get this kind of information from grocery wholesalers, and we are 
hoping that we may be able to take advantage of this opportunity 
when it arrives. 

MARKET ORGANIZATION 


In view of the impact of changing market organization on marketing 
costs, especially the opportunities it presents for economies of scale and 
the effects it may have on farmers’ bargaining positions, these devel- 
opments merit close attention. In fact, it would be difficult to exag- 
gerate the widespread influence market structural changes are having 
on market operations generally. Consequently the devotion of still 
more effort to studies of integration would appear to be warranted 
next year. Recent studies show that 26 out of 100 companies en- 
gaged in agricultural marketing grew by making acquisitions by pur- 
chase or merger between 1952 and 1958, inclusive. In 8 industries 
there were 1,537 acquisitions during this period. Of these, 257 oc- 
curred in 1958, compared with 129 in 1952. These data are taken 
from Marketing Research Report 369 entitled, “Ownership Changes 
by Purchase and Merger in Selected Food Industries.” 

From data obtained for these studies other interesting observations 
can be made. One is that the large food chains evidently are expand- 
ing in slower growing cities, and not quite holding their own in rapidly 
growing cities. The small chain grocer and the independent seem 
to be in a better competitive position in the fast growing urban areas. 

Another observation that might be made is that the leading 20 
chains are expanding into one another’s markets. In cities of 35,000 
to 60,000 population, in 1942, there was an average of 3.4 chains per 
city. By 1957, the number had risen to 6.1 chains. During this same 
period the number of grocery firms—not the stores, but grocery 
firms—decreased by 20 percent. The data for larger cities were 
-comparable. 

At the same time independent groceries have been joining voluntary 
and cooperative chain groups at a rather steady rate. If these de- 
velopments of integration, from the standpoint of both purchase or 
acquisition and affiliation with voluntary groups, continue at going 
rates, it may be, in another 10 years, there will be no such thing as a 
truly independent grocery. 


MARKET INTEGRATION 


We wish to devote more resources to this research in the next year, 
paying particular attention to economic consequences of integration, 
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as it pertains to costs and margins, to market outlets for farm prod- 
ucts and the bargaining positions of producers, to the efficiency of 
pricing sysems, and to the effectiveness of marketing agreements in in- 
fluencing supplies, and distribution of farm products. 

We are also interested in learning more about who makes the de- 
cisions, the business decisions that affect both farm management prac- 
tices and marketing operations. 

The Agricultural Research Service has established a research group 
to work on the farm management side, and considering that most of 
these developments toward integration are emanating from the mar- 
keting system, we are anxious to work with the ARS group on these 
questions. 

Integration means that management control is concentrated in fewer 
hands. The decisions tend to be more pervasive and far reaching 
throughout the marketing system. This does not necessarily mean 
that better decisions are made. It may mean that when mistaken de- 
cisions are made, they will have more far-reaching consequences. It 
means that market information with greater accuracy and compre- 
hensiveness is called for, to increase the chances for good judgment. 

Changes have to be made in the ways data and information are col- 
lected and disseminated. Related adjustments in the market news 
services were discussed with this committee last year. Another aspect 
of the adjustment problem is effectively ascertaining buyer’s wants, 
so that suppliers can meet these demands more intelligently. 


INSTITUTIONAL FOOD SERVICES 


By way of illustration, I would like to refer to institutional feeding, 
which is a growing outlet for food. We are endeavoring to get a 
better understanding of this vast and complex market. During the 
year we published a study on in-plant feeding which showed that 
there were about 6,000 manufacturing plants with 250 or more em- 
ployees conducting in-plant food services. 

It is evident that integration has occurred in this phase of industry 
also. The food management services were, in large measure, con- 
ducted by catering companies which operated as businesses separate 
from manufacturing plants themselves. The study indicated that 
about two-thirds of the plants were getting these catering services 
from outside. The catering services were integrated horizontally in 
the sense that they provided the service for many plants. 

This publication has been a best seller among people who are sup- 
plying these markets. It gives them information on the qualities of 
products, the sizes of pom the types of preparation, and other 
characteristics of the food needed or wanted by the services. It is 
Marketing Research Report No. 326, entitled “Buying Practices and 
Food Use of Employee Food Services in Manufacturing Plants.” 
_A companion publication, on how management views these opera- 
tions ak under what circumstances it permits different kinds of 
food-dispensing operations in the plants, has also been popular. The 
study treats other management aspects of these services, particularly 
the attitudes and opinions of the manufacturing plant personnel 
toward the services and the conditions under which they evidently 
prefer different kinds of dispensing methods such as cafeterias, vend- 


52635—60—pt. 2——_6 











80 


ing machines and sandwich carts. It also indicates some of the cir. 
cumstances or situations under which a plant may subsidize the food 
services in order to assure good diets for the employees. This pub- 
lication is entitled “Employee Food Services in Manufacturing 
Plants,” and it is Marketing Research Report No. 325. 


THE SCHOOL MARKET FOR FOODS 


Incidentally, the most popular publication we have at this time 
deals with another institutional feeding operation. I refer to the 
publication entitled “The Market for Food in Public Schools,” Mar. 
keting Research Report No. 377. 

Here the public school market was examined from the standpoint 
of how much food is bought or consumed. The aggregate cost at whole. 
sale prices to the schools are estimated at nearly $600 million. About 
$500 million is spent for food in the local markets. This publication 
also indicates the commodity groups and the relative proportion of 
expenditures in each of the commodity groups. Dairy products, of 
course, take the largest. proportion, and sugar and sweets tend to be 
near the bottom. 

With funds available from completed work we hope to survey in. | 
dustrial uses of a few agricultural commodities in the coming year, 
One of these studies we hope to direct toward fibers. Five years 
has elapsed since the use of fibers in automobiles was last surveyed. f 
In this fast-changing market we feel that this type of study would 
again be timely to help suppliers of cotton, wool and mohair keep § 
abreast of what is happening. 


CLOTHING SURVEYS 


Similarly, we hope to repeat a survey of teenage clothing use 
after a 5-year interval. Upon checking into the uses made of this 
type of study, it is apparent that private industry is dependent upon 
the periodic probing of these markets that has been conducted to 
accommodate comparable data. They are expending much mor 
money than we spend in adapting and tailoring the results of the 
studies to promotion programs for natural fiber sales. This year with 
the reduced funds available for the work, we completed and published 
one bulletin on women’s clothing and did not start any new surveys. 

Consumption and sales data indicate that expansion has occurred 
in those parts of the apparel market where industry has altered its 
products to meet consumer wants as indicated by these studies. The | 
results are broadly useful, especially in merchandising and_promo- 
tion directed at expanding markets. We know of many applications 
now being used in the foreign promotion programs, too. 


OTHER SURVEYS 


It should be noted that most of this research is requested by 
industries that are making serious efforts to help themselves. The 
dairy, cotton, and citrus industries are illustrative of cases wher 
growers and traders are spending money to broaden their markets 
They pool funds for promotional purposes and such research provide 
guidance for use of the funds. A recent study shows that 1,100 farm 
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groups are directly promoting farm products and spending about. $70 
million annually. Market preference research is intended to help 
them spend the funds more effectively. We hope to have sufficient 
resources, particularly contract funds, freed from completed research 
to carry on this work on a higher scale than was permitted this year. 
We would undertake surveys for a few of the products for which in- 
formation on market and consumer preferences is being requested. 


MARKET POTENTIALS FOR NEW PRODUCTS 


Another kind of market information that we are endeavoring to 
develop pertains to the prospects for new or improved products. ‘This 
information is sought for products that have or might originate from 
the Department’s utilization research program. It is intended to 
facilitate commercial production of such products by giving the de- 
cisionmakers, that is the people investing in the necessary manufac- 
turing plants and in the promotion programs needed to launch sales, 
information about how well each product will be accepted and sell. 

During the past year one of the studies of this type that was com- 
pleted concerned a new cotton product developed in the Southern 
Utilization Laboratory. It resulted in a booklet, “Potential Markets 
for Partially Acetylated Cotton,” AMS 824, which indicates favorable 
prospects for this heat resistant product holding markets being eroded 
by synthetics. 

Another of these booklets was “Consumer Preference for a 6 to 1 
Apple Juice Concentrate,” Marketing Research Report No. 343. This 
concentrate was market-tested and found to rate well, compared with 
good commercial single strength juices. The apple juice product 
came out of the Eastern Utilization Laboratory. 

With additional funds next year, additional products would be 
tried out from among a number that have been produced or are ex- 
pected to be perfected in the laboratories. Dehydrated sweetpotato 
flakes and new concentrated and dried milk products are among those 
we have in mind. 


ELECTRONIC EGG INSPECTION EQUIPMENT IMPROVED 


You may be interested to hear that 40 to 50 of the new type egg- 
grading and packing lines developed by our research staff are now in 
use in commercial plants. They incorporate flash candling, electronic 
bloodspot detection, and automatic sizing. 

An achievement in this area of research during the past year, of 
which we are very proud, involves improvement in electronic blood- 
spot. detection. Heretofore the bloodspot detection device was con- 
fined to white eggs. Now the method has been perfected so that 
bloodspots can be detected in brown and other naturally colored eggs. 


TRANSPORTATION AND FACILITIES RESEARCH 


Several new problems that we hope to attack with the funds pres- 
ently available for transportation and facilities research include work 
on pallet tiering in wholesale warehouses for fruits and vegetables. 
In view of the need for more space and the difficulty of spreading out 
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in existing facilities, efforts will be made to use space more efficiently 
with a tier method. We will work also on perfecting a continuous 
flow of grain through new equipment for use in grain dryers. We 
will also work on methods and equipment for grading wool fleeces 
in warehouses. 

Metropolitan redevelopment and interstate highway construction 
projects, together with rising labor costs, are opening up opportuni- 
ties for relocating and modernizing urban produce market facilities 
at an increasing rate. Studies are already underway for New York, 
New Orleans, Detroit, Pittsburgh, and San Francisco. These huge 
produce market projects will impose an inordinately large burden that 
will require staff expansion for the followup work that is required to 
help local authorities get these plans and projects completed. A part 
of the increased appropriation would be used for this purpose, and 
also to expand related transportation research. 

Factual information on the economic values of exemptions from 
regulations that are given to unmanufactured agricultural products 
hauled in for-hire motor trucks is being requested in greater volume, 
as proposals for repeal or restriction of the exemptions continue to be 
presented to Congress. 

In the transportation field a study we completed during the past 
year on the St. Lawrence Seaway has proved timely and useful. What 
has actually happened on the seaway thus far has borne out findings 
of this study entitled, “Potential Effects of St. Lawrence Seaway on 
Costs of Transporting Grain,” Marketing Research Report No. 319. 
We have started studies of grain transportation patterns in the North 
Central States and in the South. The one in the North Central 
States is particularly appropriate in the light of what is occurring 
on the seaway to divert grain through different market channels. 

This month industry is introducing a system for rating of refriger- 
ated truck-trailers, using methods developed by our research, con- 
ducted in association with the Bureau of Standards. Trade associa- 
tions of trucking firms and equipment manufacturers have been 
enthusiastic about the methods for establishing means of measurement 
by which they can compare performance and establish minimum 
standards for refrigerated trailers. 

In the next year we hope to extend this kind of research to delivery 
trucks. We are doing this because it seems quite appropriate, in light 
of suggestions and recommendations made by the Association of Food 
and Drug Officials. They are recommending that all frozen foods be 
held at 0° temperature in delivery and display equipment. I under- 
stand that two States, Massachusetts and Florida, are already intro- 
ducing regulations to require this. 


HANDLING OF PRODUCE IN RETAIL STORES 


An interesting development of the past year, which I think you 
may be interested in, has to do with the dissemination of research 
results, that have been accumulating over a period of years on the 
handling of produce in retail stores. The research is intended to 
have perishable produce kept at better quality and be more attrac- 
tive when presented to customers. The exhibits represent a series of 
publications on different aspects of produce handling in store opera- 
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tions. Each unit can be inserted in a looseleaf cover so that a com- 
plete manual will eventually be available. 

The material has been put together by our research group, cooperat- 
ing with the Extension Service. It will serve as a ee reference 
for store employees when they have problems and questions about 
their management problems with csintiinediia foods. Also, it is prob- 
ably going to be even more useful in training new employees, which 
has been one of the real difficulties encountered in getting produce 
properly handled in the retail store. 

The first of these is entitled “Organization of the Work Area for 
Handling Produce in Retail Stores,” and is identified as USDA Mar- 
keting Bulletin No. 2. The second one is entitled “Ordering, Receiv- 
ing, and Storage of Produce in Retail Stores” (USDA Marketing 
Bulletin No. 3). And the third of these booklets is entitled ‘Trim- 
ming Produce in Retail Stores” (USDA Marketing Bulletin No. 4). 

Mr. Marswauu. I had the opportunity of looking over that publica- 
tion, and some question came up in my mind in the matter of display- 
ing merchandise. Now, that kind of thing, could that be construed 
to be outside the agricultural field a little ? 

Mr. Trevoean. It is confined to food and agricultural products. 
We are trying to help stores do a better job of selling, and to do it at 
less cost. Our mission is to reduce marketing margins for these prod- 
ucts and improve the quality of the product the consumer buys. In 
this way we believe sales can be improved. The farmer benefits from 
increased sales and satisfied customers. ’ 

One of the big difficulties in the past has been deterioration from 
bruising damage and decay caused by improper handling of the prod- 
uct. That is one cost we are trying to reduce and another is the labor 
cost involved in getting these products handled. Industrial engineers 
are working on the problem of trying to get more productivity with 
the labor hired to handle food products in the store. 

We think this has been an effective approach to holding down 
marketing margins in the store. Since this work was initiated sev- 
eral years ago, unit labor costs have not gone up as fast as hourly 
wage rates. I think this research is helping industry to do the job 
of holding down the marketing margin. The marketing margin for 
food products could have been considerably wider in the absence of 
increases in productivity. We are hoping to extend this type of 
research to some other aspects of store operations, where we are con- 
fident an effective job can be done to help hold down costs. 

We hope also to extend the research to other phases of the food 
distribution system, such as the institutional feeding establishments. 
These establishments represent pretty large outlets for food. In the 
survey of inplant feeding mentioned earlier, during the 4 weeks 
under examination, the wholesale cost of food served amounted to 
$20 million. That means there is a several hundred million dollar 
annual market just in that kind of market outlet. In no sense is this 
a luxury market. Usually they are regarded as minimum-cost meals. 
They are actually subsidized by the manufacturing firms in many 
cases. We are endeavoring to help serve more food at less cost. 

Mr. Marsnauu. This takes a big step into the field of advertising 
and merchandising in the store, more so than anything you have done 
heretofore. 
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Mr. Treocan. No; I wouldn't say more than heretofore. We have 
engaged in this research on a relatively small scale since the Research 
and Marketing Act passed. The retail store produce manual 
represents an accumulation of research results acquired over several 
years. What we are doing differently is putting them together in 
this form. 

Mr. Wetis. This year, out of each dollar spent for food at retail 
the farmer got about 38 cents, and the marketing margin was 62 
cents. There was a time when most of our marketing research was 
concerned only with the collection of the product from the farm, 
That would account for about 1 or 2 cents of the 62-cent margin. 

I think Congress felt when the act was passed in 1946 that to ade- 
quately do marketing cost work would require familiarity with what 
happens, not. only in farm assembly which is relatively efficient, but 
also in processing and wholesaling and in the phase of marketing 
where the largest single block of cost is incurred—that is, the re tailing 
cost. 

If we confine research to only the phase absorbing the 2 cents out 
of the 62 cents, I think we are not going to get very far. 

Mr. Marsnaty. I understand what you are doing, but the question 
came to my mind whether it was in the correct and proper field for 
the Department of Agriculture to be engaged in the advertising and 
displaying of things within the store. 

Now, maybe you will get enough benefit for agriculture by doing 
that. If you can, you may have some figures available to show how 
much you have been able to ‘step up the consumption of the food and 
some of the things; but that isa rather different category. 

But, as I remember the bulletin, the finally prepared bulletin, the 
thought came to me that here we are displ: tying merchandise and 
doing advertising work for stores, which is getting over into the 
commercial field. That is the way it struck me, and that is why I 
raised the question. 

Mr. Trevocan. The Research and Marketing Act clearly prevents 
us from doing any advertising, but it does authorize us to engage 
in related research, partic ularly the work that will help those who do 
advertise, promote, and distr ibute farm products. 


RESEARCH HELPS INCREASE LABOR. PRODUCTIVITY 


Following page 9 of the “Cost and margins statement,” there is a 

chart, figure 4 , which indicates what has happened to the hourly 
earnings of the food m: arketing worker since 1940. The dotted line 
beneath indicates the estimates of what unit labor costs have been 
over that same period. 

You will note that the hourly earnings have gone up to more than 

3.5 times what they were in 1940, but the unit labor costs are up to 
aie about 2.5 times the 1940 level. We think the kind of research 
behind the manual helps to increase the labor productivity within 
the distribution channels that accounts for the difference bet ween 
these two lines on the chart. 

A point I would like to emphasize is that invariably our cost studies 
show the retail margin is the biggest margin to be concerned with in 
agricultural marketing, and the labor cost within that margin is the 
biggest cost involved. Improvement in labor productivity, therefore, 
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ismore likely to have an impact on the marketing margin for agricul- 
tural products than any other single improvement we can look for. 
The Extension people, by the way, who are also authorized to work 
with marketing, are making very good use of the research as a basis 
for their educational programs. 


EFFECT OF MARKETING IMPROVEMENTS ON FARMERS 


Mr. Wuirren. I think, in line with what Mr. Marshall said, that 
the studies, so far as getting the facts and bringing about improve- 
ments are fine; but when you get into the complexities of it you begin 
to wonder for whose primary benefit this is done. 

In the first place, I am sure if there had not been improvements in 
this kind of thing, that consumer prices might have been higher, and 
the price to the farmer might have been lower, and that is a possibility, 
and you can show some reason why that might be true; but since the 
more of this you do the wider the spread gets, and the greater the 
profits of your food chains, it makes me wonder if they don’t get the 
real benefits of this. I am not saying there are not some benefits to the 
farmer. But I think the chain stores and the retailers have benefited 
probably more than the farmers or the consumers, because, under our 
system of charging what the traffic will bear, none of these savings at 
the retail store have been passed on to the producer or the consumer. 

By the same token, if along the line we could keep these things from 
being pushed back on the farmer, and raise farm prices, we would 
have something. The other thing that gets me is that, as valuable as 
some of these facts are, if accepted, as long as we tell the farmer that 
somebody else is getting the bulk of the dollar, we don’t get anywhere. 

What good does it do for you to publish that kind of thing and send 
it to the farmer? He knows that set of facts, and if you send it toa 
chain-store manager, he increases his profits. 

How have you helped the farmer in the 88 percent nonfarmer part 
of that dollar? The people are out talking about how the farmer 
holds up the prices. The customer thinks that it is going to the 
farmer. 

I wish I knew some way to get the story that your figures show over 
tothe American people. Farmers are suffering greatly. 

What I am trying to say is that the value of this work certainly 
exists. Who gets the most value, it is hard to determine; but it is not 
producing one-tenth the value that the study might, because it is not 
being disseminated where it is needed, that. is, among the 88 percent 
nonfarmers. 

FOOD PRICE INCREASE SINCE 1940 


Mr. Tretocan. We have been looking into these problems, Mr. 
Chairman, and we find that of the food-price increase that has oc- 
curred since 1940, which is a tremendous increase on the order of some 
$28 billion, about one-half can be attributed to inflation. That is 
clearly the biggest cause. By inflation we refer to the rise in costs 
for all those things that the market operator has to buy. It includes 
the wages for labor paid by the market agent, his taxes, his interest, 
his supplies and materials, and the other expenses he has to pay. 

We figure that about one-third of the increase is attributable to 
expansion in the market since 1940. By expansion, reference is made 
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to the increased population, to the shift of population from farms to 
cities, and to the increased use of marketing services by the farm 
housewife in providing food for her family. It also refers to in- 
creased services the farmer gets from market agents for the products 
he sells. 

We attribute about one-sixth of the increase in marketing costs to 
the new services that are performed today in the market for food that 
just did not exist in 1940. By new services is meant the new packag- 
ing developments and new convenience foods, such as eviscerated 
chickens, TV dinners, sliced cheese, and all the other products the 
market agents are now providing. You can account for where this 
money is going by tracing the market services performed and the 
costs incurred for them. 

In spite of all the new services, food price indexes are well below 
the Consumer Price Index generally. This is highly significant from 
the standpoint of who is getting the benefits. Surely we must attri- 
bute most of the difference between food and other price indexes to 
the decline in farm prices. There is no question about the raw ma- 
terials for agricultural marketing getting less returns. We are striv- 
ing to keep the marketing margin from expanding to the point wher 
declines in farm prices are absorbed so that the food index follows the 
general price index. 

Increased productivity of labor seems to be progressing further in 
industrial plants, such as automobile plants and the steel plants, than 
has been true in agricultural marketing plants. Industries that lead 
in productivity tend to set the pattern of wage rates. Increases ob- 
tained in them are extended through the union channels to other it- 


dustries competing for labor. Thus agricultural marketing agents | 


have to pay higher wages when they hire labor, because the pattern is 
pretty well set elsewhere in the labor markets. The only way of com: 
peting for labor without incurring higher costs is to increase the pro- 
ductivity of the labor within the food distribution system. 

Mr. Wuirren. We will recess at this time until 1 o’clock tomorrow 
afternoon. 


Fripay, Fespruary 26, 1960. 
Mr. Wuirren. The committee will come to order. 
Dr. Trelogan, all of us listened to you with interest yesterday 


afternoon. 
Mr. Horan. For the record, Mr. Chairman, I want to say that! 


yas unavoidably taken away from the committee yesterday, and!/ 
want to repeat, I am back here and Dr. Trelogan is still here. I hope 


he has not finished his testimony. 


BENEFIT OF MARKETING RESEARCH TO THE FARMER 


Mr. Wurrren. Dr. Trelogan, I want to say in all seriousness that | 
we have the highest regard for you and the fine work you and Mr} 


Wells and others are doing in this area. As was pointed out yester- 


day, however, it becomes more and more difficult to see what part o] 


this work in what is called marketing research really benefits the 
farmer as such. 
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We do this work which, in turn, lets Safeway Stores, for instance, 
reduce their labor costs, and then they show more profit. When they 
show more profit, labor increases what it insists on getting. 

Under our system, the part of the farmer’s price which is covered 
by price support is relatively a small part of the grocery bill. The 
prices paid by the middleman to the farmer are not, as your studies 
might indicate, as much as the business can afford to pay the farmer. 
Safeway and the wholesalers pay the farmer as little as they have to. 
What they have to pay depends largely on the farmers’ production. 

We have seen built-up consumer demand for the perfect onion, the 
perfect potato, and the perfect orange to where those that are not quite 
A-1 many times are wasted, in that none of the big marketing chains 
will buy them. 

Iam sure the work you do is very interesting, and I wish the public 
knew about it, because it certainly shows that the farmer is not the 
cause of the present high prices of consumer commodities. If we 
could get that over, it would be helpful. 

However, I am about to decide that about 75 to 85 percent of the 
benefits of your work redound to that group between the farmer and 
the consumer. 

We have been doing this work for a good many years, and these 
people are very able and fine, and their intentions are good. But 
the record does show that, during the period we have been doing 
this work, the marketing spread increases more and more, and farm 
income grows less and less. 

That is sufficient to raise the question as to whether work in 
this area may have contributed to those things, instead of working 
the other way. The other side of it is that, in the absence of your 
work, the situation might have been worse, and that is possible. 

I am saying this for the purpose of asking you if it may be possible 
in the next year to make a study of your own studies. I would like 
you to make a survey of your own work and see if you can determine 
what part, if any, goes to the farmer in increased income. I am giv- 
ing you the chance to show, because serious doubts are arising from 
questions asked by other members of the committee. After all, if we 
are building up here a desire by the consumer for A-1 quality only, 
and if the farmer’s production under A-1 quality is virtually by- 
passed, and if we have a system by which the buyer from the farm- 
er pays as little as he has to, all the work we do here might not be 
helping the farmer a bit. 

hat is not a flat accusation. I am just saying I think there is 
enough question about it that we would be interested in your apply- 
Ing yourself to see. We would hope we might be enlightened 
further. 

Mr. Tretocan. We shall be happy to prepare a study on this. I 
should like to respond with a few words. 

Mr. Wuirren. I have raised some serious doubts. I think you 
folks are bound to believe it helps the farmer. You have done a 
fine job. Your report is excellent. Certainly your work has helped 
somebody. The question with me is, Who has it helped? We would 

glad now to hear your statement of how you think it is helping 
the farmer. 
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A FACTOR IN CONSUMER PURCHASES 
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Mr. TreLogan. You may recall yesterday I referred to the fact that 
chain stores are getting in a position where there are more large chains 
ma metropolitan area competing with each other than was true 
several years ago. This means they are competing for the trade of 
the consumers of the area. They have learned that consumers to- 
day do not take just anything that is offered to them in the store. 
Consumers have enough money that they can offord to discriminate 
and choose what they buy. Where this is true, quality factors are 
among the things that appeal to them most in making purchase de- 
cisions, espec ially those associated with impulse buying. 

So quality offered to the consumer is one of the strongest competitive 
devices used by the chain stores to entice the customers into their stores, 
With higher quality products they are able to sell more farm products 
in the aggregate. We deem it ieportan! to recognize that this kind 
of demand exists among the customers, and that it is a competitive 
force affecting demand as expressed by the chainstore buyers. 

One of the main objectives is to help the farmers, handlers, and dis- 
tributors meet that demand most effectively with the least cost. We 
feel that our biological science research contributes to this objective, 
I should like to take a few minutes this afternoon to discuss work on 
product quality which involves biological science research. 




















PROFITS OF FOOD CHAINS 


Before doing so, I would like to discuss the implication that the 
benefits of this research are redounding to the middlemen in the form 
of profit. We have continued in the cost and margin studies to examine 
what has been happening to profits year by year. A brief statement 
in the material which was given to you yesterday indicates that profits 
rose last year, but a fuller treatment of that subject appears in the 
October 1959 issue of the Marketing and Transportation Situation 
on pages 14 to 16. I think, Mr. Chairman, you might be interested 
in these data, because they do not indicate that there has been any 
trend increase in the profits per unit of sales of these chainstores dur- 
ing the period this research has been underway. The profits have 
come up in the last year or two after being quite stable for several 
years. You will note on page 15, in the third column from the end 
where it says “retail food chains,” that profits are still, after taxes, a 
small item and below prewar and immediate postwar levels, 

They are small compared with the labor costs involved in mar keting. 
What I am trying to suggest is that when we are able to achi 

Mr. Wurrren. Your statement is technic: uly correct, but vies you 
mention the labor costs involved in marketing, the average reader 
would say it is taking more and more labor. What you mean is the 
expense of the labor which is engaged in marketing. 
Mr. Trevocan. That is right. 




























GREATER PRODUCTIVITY OF LABOR 


Since this research has been underway, a better record of labor pro- 
ductivity has been established so that expense per unit of product 
handled has not gone up nearly so fast as the hourly wages which are 
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paid for this labor. These two indexes tended to go along pretty 
closely together prior to the time results of this research began to 
appear. The Food Distribution Advisory Committee, which is giving 
us guidance in the conduct of this research, has made a strong point 
of this. They suggest that the research has been instrumental in 
improving labor productivity. 

In light of the fact that labor costs represent a much higher pro- 
portion 

Mr. Wuirren. The cost of this labor. 

Mr. TreELoGAn. Very well, sir; the cost of this labor. 

The cost of labor represents such a higher proportion of the total 
marketing cost that to accomplish some reduction in the cost. of labor 
is a much more significant contribution than almost anything else 
in the effort to hold down or to narrow the margin between what the 
farmer receives and the consumer pays. 

When we see that. profits have not widened over this period of time 
to any substantial degree, it suggests that the competitive situation is 
causing the store managements to distribute the benefits one way or 
another—either backward toward the farmer or forward toward the 
consumer. <A difficult problem is to ascertain in each instance which 
way the benefits go, because so much depends upon whether the com- 
petition of the middleman is for customers or for supplies. If it is 
for customers, the middleman will tend to reduce prices to get more 
customers. If he is competing for supplies to furnish his customers, 
he will raise the prices he bids to get the best quality products to give 
tohiscustomers. It is quite difficult to make the differentiation to indi- 
cate definitively where the benefits go. We will try to get the kind of 
report you are requesting, Mr. Chairman, to indicate what. benefits are 
derived for the public as well as for farmers from this kind of research. 

Reverting now, if I may, to the quality problems and what we are 
doing on them at the present time, first I should like simply to say 

Mr. ANpeRSEN. Might I ask a general question first, Mr. Chairman ? 

Mr. Wuirren. Mr. Andersen. 











EXPANSION OF MARKETING AGREEMENTS TO OTHER COMMODITIES 


Mr. AnperseN. Doctor, have you made a study of the possibility of 
expanding milk marketing agreements, for instance, which pretty well 
dot a good part of our Nation but generally affect only the areas right 
next to highly populated centers? Have you ever made a study as to 
the expanding of such agreements to include other commodities and 
the advisability or the potentialities of such? 

Let. me tell you what I have in my mind. 

[ have done some studying during the last few years as to why 
we could not by law say that a bushel of wheat, for example, could 
not clear the terminal markets interstate at less than a certain figure, 
dependent, of course, upon grade. Could you tell me whether such a 
thing might be workable? That is entirely along the same line as we 
have a guarantee of a minimum wage for labor, and the Federal Gov- 
ernment even refuses to enter into contracts unless the contractor in 
that specific instance agrees to pay certain prevailing wages to the 
men working for him. 
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Now most commodities eventually move in interstate commerce, at 
least. the bulk of them do, enough to set the price or the value on all 
of them. What would be your reaction as to the possibility of either 
one of those two things—first, expanding the marketing agreements 
to include other commodities or, secondly, prohibiting by law the 
passage of commodities through terminal markets into interstate com- 
merce at less than a certain minimum figure. 

I would like to hear your discussion of that, if you would permit, 
Mr. Chairman. 

Mr. Trevocan. First, we do not have any research results which 
I could cite specifically bearing on the questions as you raise them. 
From a research standpoint we have endeavored to take marketing 
agreements into account as one of the institutional factors which has 
a bearing on the organization and structure of markets. As I indi- 
cated yesterday in my testimony, we are also looking at changing 
organizational structure of markets from the point of view of what 
opportunities or influences it may have on the operation of marketing 
agreements. Specifically we are planning to look at milk marketing 
agreements from the standpoint of who makes the decisions on prices 
and other factors bearing on the increase or decrease of supplies going 
through different marketing channels subject to the operation of these 
agreements. With this kind of information, I could probably give you 
a more intelligent answer. I feel that anything I say now is purely 
opinion. 

Mr. Anpersen. Would you prepare an answer for the record at this 
point in relation to my two questions? 

Mr. Trevocan. If you will recognize it is not research results. 


Mr. Anpversen. I wish you would do so after conferring with Mr. 
Wells, for example, and anybody else you might care to consult. I 
would like to get something in the record which possibly I could quote 
as to the possibilities. 

Mr. Trevocan. Very well, sir. 

(The material requested follows :) 


MARKETING AGREEMENTS 


My remarks on marketing agreements cannot be regarded as factual, verified 
by research. Such research as we have conducted relating to them has ex- 
amined the influence of these agreements as institutional factors affecting the 
movements, uses and distribution of agricultural products subjected to them. 
The research has evaluated techniques employed in their administration, par- 
ticularly as they affected supplies or demands, or the flow of raw materials into 
different end products or market outlets. In general, the agreements do not 
seem to have restricted production or expanded demand as means for bolstering 
prices. 

From watching the administration of marketing agreements and particularly 
market orders by the Department of Agriculture, pursuant to the Market 
Agreement Act of 19387, as amended, from rather a detached point of view, 
several observations have occurred to me. The agreements evidently were 
intended to be ancillary to production control measures incorporated in the 
Agricultural Adjustment Act of 1933 and were applied to crops other than those 
subjected to such control. They appear to have retained this role rather than 
to have themselves become production control measures. Administration of 
them requires that the producers covered by them be able to arrive at reasonable 
agreement on ends and measures for reaching these ends. But complete agree 
ment is seldom, if ever, attained. Such agreement usually depends heavily upon 
fairly close mutual interest. Mutuality of interest seems to be forthcoming when 
the location of producers is rather cireumseribed as the result of either limited 
natural production areas or economic orientation about adjacent markets. 
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Successful administration seems to depend upon the ability to impose controls or 
regulations by dealing with relatively few handlers in distribution channels 
whose operations and records can be examined closely. 

Marketing agreements do not fix prices in either a rigid or comprehensive 
manner. They influence prices by either restricting kinds or qualities of 
products that can be marketed or by providing mechanisms for stratifying 
markets. 

Where market stratification is introduced prices paid to farmers for par- 
ticular uses may be prescribed for all the product moving to the market. This 
arrangement usually requires that diversion markets be available for all quan- 
tities not needed for priority uses. Such diversion markets usually return lower 

rices. 

. Even in milk where the stratification method has been employed to the greatest 
degree, the usual situation under marketing agreements and orders is that a 
greater quantity of product is produced than is needed to assure adequate sup- 
plies for the essential and highest priced uses. Although we have not conducted 
research to appraise the operations of marketing agreements in accomplishing 
stated or implied purposes, I have a few opinions. The allegations that agree- 
ments stimulate production beyond that needed to assure adequate supplies do 
not bear out hopes that marketing agreements might restrain production as a 
price supporting measure. I doubt that marketing agreements could be used 
to enforce minimum prices for the entire supply of a widely produced product. 

From time to time marketing agreements have been proposed to apply to 
countrywide production and distribution of particular products. To my knowl- 
edge, none of these has amounted to much as factors influencing supplies, de- 
mands, or prices nationally and none has survived for a product that is widely 
produced throughout the Nation. At present proposals for nationwide market- 
ing agreements for turkeys and some other commodities are being advocated. 
In some cases the proposals envision market stratification but several of them 
would use the marketing order authority for the mandatory collection of funds 
for market promotion or “self-help” stabilization activities. Such authority 
is not provided under the present Agricultural Marketing Agreement Act. 


Mr, AnpersEN. As you know, we are in more or less deep distress 
on our entire price support problem. To me, it might offer one of 
the ways out if by law we could simply say that none of these com- 
modities can clear the terminal markets at less than a certain basic 
figure, dependent upon grade. I do not know; it may sound too 
simple. I think even the chairman about a year ago brought up 
some such suggestion. 

Mr. Wurrten. I introduced a bill which to me is the answer. What 
we have to do, in the first place, is to put price supports at a proper 
level, comparing them with labor and industry. In turn, they must 
be related back to producing sufficient for the domestic and foreign 
market plus an adequate reserve. To bring that about, you would 
have to regulate somebody. My suggestion was that you issue cer- 
tificates to the producer in line with his fair share of the domestic 
farm market plus a reasonable reserve. The processor would have to 
have certificates for whatever he processed for the domestic market. 
Any surplus that might be produced would be eligible only for 
export or to carry over against next year’s certificate. 

I do not see how you can have industry and labor doing as they are 
doing, getting more and more of the consumer’s dollars, without hav- 
ing some protection to keep these increasing takes of the middleman 
now being pressed back on the farmer without some method of price 
support. I think, in turn, price support should be contingent upon 
the farmer holding his production in line. If you did that, I think 
the farmer would save lots of money from producing these extra 
units. They cost him money, too. You must regulate somebody, 
and it is my thought that the best man to regulate is the processor. 
There are fewer of them, and it would be relatively simple. 
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In the case of cotton, or in the case of wheat, you give the processor 
certificates or allow him to process enough uncertificated commodi- 
ties to equal that. which he exported in world trade. 

I think we will be forced to that somewhere along the line. 

Mr. Horan. That is the general principle of the domestic parity 
plan. 

Mr. Warten. It is. 

Mr. Horan. The farm groups are meeting today and have been 
meeting all week, trying to reach agreement on wheat. I expect to 
get a report from that tomorrow. It has interesting facets. I would 
like to hear some comment on the administration of that plan. 

Mr. Wurrten. I doubt that this is the group which deals directly 
with it. 

Mr. Horan. I would like to hear Mr. Benson when he appears 
before us. 

Mr. Anversen. Could I ask one more question, Mr. Chairman ? 


THE MARKET BASKET 


Doctor, I notice in your statement on page 1 you define the market 
basket. as the total quantity of farm food products, average quality, 
purchased per family annu: ally in retail food stores by urban moderate 
income families, and that the cost of such was $1,040, a decrease of $24, 
or about 2 percent below 1958. 

You make the further statement that the farm value of the foods in 
the market basket dropped from $430 in 1958 to $399 in 1959, a de- 
crease of $31, or 7 percent, according to table No. 1. 

There is one further statement a little bit later in connection with 
this. Let me quote from page9. Yousay: 

Wage earners had to work only about three-fourths as many hours to pay for 
the market basket of farm foods in 1959 as in 1947-49, although the dollar cost 
of these foods had risen 11 percent. 


PRICE SPREAD BETWEEN FARM AND CONSUMER 


I think that shows a continuing spread between what the farmer 
gets and what the consumer has to pay. Several years ago in this 
subcommittee we practically forced on the Department of Agric ulture 
some money to utilize, Mr. Miller, to find out just why this spread 
existed. Our chairman led the battle in that instance, I believe. 
We provided $1 million or made available $1 million, I believe, Mr. 
Chairman, to determine that spread. 

Mr. Wuirren. To determine who got the money. 

Mr. AnperseN. That is true. To date I have not had any really 
good answer come to me in connection with that. My old question 
relative to who gets that money between my 21-cent-top eggs in Tyler, 
Minn., and I think my wife paid 7 75 cents just the other evening for 
a dozen comparable eggs. I just have not had the answer, Mr. Chair- 
man, as to that, as an example of the answers we lack today. 

(Off the record.) 

Mr. AnperseN. Continuing my statement on the record, I do re- 
member that we received a fairly : satisfactory answer relative to the 
eggs in this specific instance, but I am referring to the entire general 
structure, Mr. Miller, of the difference between farm commodities 
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and what this market basket costs the consumer. I think one of 
the greatest services the Department of Agriculture could do for the 
farmer would be to analyze that very arefully, as [ am sure you 
gentlemen attempt to analyze it, but analyze it to. the point that 
we can actually see you come back in a year from now and show maybe 
where the trend is starting the other way and not at the expense of 
the farmer. We hear and “read a lot about subsidies for farmers, but 
the truth is that it isthe other way around. 

I would like Mr. Miller’s comment, if he would like to make it, 
on this. This is more general policy than Dr. Trelogan’s field. 

Mr. MiLuer. Certainly we would like to come up with a report 
which shows a movement back the other way, also, Mr. Andersen, 
as well as you, where we show the spread is narrowing instead of 
widening. I do not know exactly what happened to the report that 
we were supposed to make. I will ask Mr. Wells if he can tell us. 

Mr. AnperseN. Mr. Miller, let me ask you this. I do not want 
to take up too much time on this. Between you and Mr. Wells and 
Dr. Trelogan, will you get a response to me in the record at this 
point, a carefully thought out response, gentlemen. 

(The information requested follows :) 

With respect to our reports on the general structure indicative of the price 
changes that have occurred and the reasons for them, a bulletin entitled ‘‘Mar- 
keting Costs for Food” was issued as Miscellaneous Publication No. 708 during 
the first year the funds were specified for costs and margins. The publication 
was revised to bring it up to date and reissued in March 1958. Prior to the 
appearance of the revision, 75,000 copies of the original report were distributed. 
Thus far about 20,000 copies of the revision have been distributed, more than 


half of them in 1959. We look forward to the preparation of another publica- 
tion on the subject in the near future to incorporate the most recent data. 


INCREASES REQUESTED FOR 1961 


Mr. Wuirren. We might go forward, then, to the increases re- 
quested. In connection w ith these increases, you might, for the record, 
show what you already have in the general area, as well as why the 
increase. 

Mr. Tretocan. I have been endeavoring to do that, Mr. Chairman, 
in each of the areas of work discussed. I would like to discuss our 
quality work in the same vein. First of all, I would simply like to 
indicate 

Mr. Wurrren. You are talking about quality work. Your justifica- 
tions take this up in proper order. It would be helpful to the com- 
mittee if you would take it up in that order so we might stay on the 
track a little bit. We are now at page 340 of volume 1. 

Mr. Tretocan. I am referring to the item on page 340; the in- 
crease of $503,200 indicated at the top, and which is also indicated on 
page 337 in tabular form in column 5. At this point I would like to 
testify on the subitem of $276,500 for improving and evaluating prod- 
uct quality. 

Mr. Wurrren. That is a part of the larger total of $503,200? 

Mr. TreLocan. That is correct. The other parts were discussed 
yesterday. 
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PRODUCT QUALITY RESEARCH 


The biological scientists engaged in marketing research are coming 
up with several imaginative ideas for coping with old problems, 
Among these are: 

First, mechanical devices for splitting, shelling, and dividing pea- 
nuts for grading and inspection. The grading service is sufficiently 
pleased with the ingenious ideas that have been developed that they 
are planning to exhibit the new tools in the patio of the Department 
of Agriculture next month. Incidentally, this is another project in 
which industry is contributing some of the funds. In this particular 
instance it is the Southeastern Peanut Association, with which former 
Congressman Stephen Pace is associated, that is making the contribu- 
tion. Hehas been astrong advocate of this work. 

A second illustration is spectroscopic methods for scanning fruits 
internally to measure color 





COOPERATION WITH INDUSTRY 


Mr. Wuirren. Last year it was my view that, however we might 
individually feel, the budget of the Department of Agriculture was 
just about as big as you were going to get through Congress, regard- 
less of the feeling of this subcommittee. We asked Dr. Shaw to ex- 
plore the possibility of working with industry where they would con- 
tribute. You say they are contributing substantially. Can you tell 
us how much, or could you for the record supply that? I think it 
very important. I think the public would be glad to know that they 
are cooperating. I think it would be well for the record, if you can, 
to show in connection with these items how much they are contributing. 
I think it is a step in the right direction. 

Mr. Tretocan. I would like to make one related point. We can 
give you clearly the cash contributions. But I want to point out that 
industry contributes far more than cash for this research, because 
we depend on industry for help in virtually all the experimental 
work in stores and warehouses which are conducted with industry 
facilities. Usually private firms supply the raw materials for these 
experiments. We do not place monetary values on these contributions. 
If we did, it would involve estimates and could not be regarded as a 
clearly defined value. 

Mr. Wurttrten. If you can briefly describe what they provide, I 
think it would be sufficient. 

(The information requested may be found on p. 111.) 


PRODUCT QUALITY RESEARCH 


Mr. Treiocan. I was indicating another development, an electronic | 


method for externally scanning fruit to measure their color, maturity, 
and defects, without destroying the fruit. This seems to offer oppor- 
tunities for new ways of measuring quality. 

Another is gamma ray measurements for ascertaining the fat and 
lean proportions in animals and meats. These measurements, by the 
way, rely on natural radiation that is more concentrated in the muscle 
tissues of live animals. 
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Another is adapting controlled-atmosphere storage to more products 
and to different methods for holding perishables. Currently work 
is directed toward perfecting specifications for holding particular 
varieties of apples, pears, and cherries. This particular ‘work i is con- 
ducted at Wenatchee and Fresno. 

Mr. ANDERSEN. How accurate would you say that gamma ray project 
is, Doctor, in your opinion ¢ 

Mr. TreLocan. Actual measurements are just being started. The 
equipment was installed within the last few months. It is probably 
the most sensitive radiation-measuring equipment in this country. 
Within a few months we shall be able to answer your question better. 
On the basis of theoretical knowledge about radiation, it should be 
quite accurate. However, this needs to be demonstrated with the 
equipment now available. 

Another development has to do with controlling decay in cannery 
peaches by temporary low temperature storage. “With this method 
better decay control is obtained without use “of chemical additives. 
This work is being done at Yakima, Wash. 

Another interesting development that we expect to pursue is the use 
of black light traps for controlling tobacco warehouse insects. 

This is a brief outline of some work being done with presently avail- 
able funds. We propose to continue and expand these items of re- 
search. We are not asking for any increases for this purpose. 

These scientists are also contributing to exciting basic research deal- 
ing with photoperiodic control of life processes in plants. The work 
is being done in close conjunction with the ARS scientists, and it is 
my understanding that the work they have done in the last year is 
considered to be among the major breakthroughs in scientific know]- 
edge. This basic research will also be continued. 

At the same time, these researchers are confronted with several 
problems growing out of the technological advances and the growth 
of integration. With increased appropriations we hope to be able 
to 1 up the attack on these problems which include : 

(1) Finding new ways to prevent insect damage without encounter- 
i residues that are considered deleterious to human health. You 
may recognize problems we have anticipated for some time are now 
upon us in a very forceful manner as the result of Food and Drug 
activities during the last few months. A number of methods thought 
to be pretty good heretofore are going to have to measure up to more 
rigid tests than they have in the past. For example, we developed 
methyl bromide treatments as a way of controlling insects in rice. 
It is now apparent that when more than three applications of methy!] 
bromide are put on rice there is risk of exceeding tolerances now in 
effect. So it becomes a problem of either finding how to administer 
the chemical in a manner that can control the insects without so much 
residue, or of finding alternative methods for insect control in rice. 
Malathion is another chemical found to have wide use with encourag- 
Ing results in coping with insect control problems. In the case of 
peanuts we are again encountering the tolerance limit and must go 
back to see if another way can be found to avoid these difficulties and 
still protect the product. 

(2) Exploiting opportunities for applying radiation to agricul- 
tural products to prolong the life of perishables at less cost. 
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( 3) Devising new methods and instruments for objectively meas- 
uring quality factors important in grading farm products. A good 
share of this work would be devoted to questions currently important 
to meats. Efforts would be made to determine the importance of age 
and marbling in relation to the market quality of lamb; to find 
methods for determination of physiological age in beef carcasses; and 
to objectively detect quality defects in pork such as off colors, wateri- 
ness and strong flavors. 


BENEFICIARIES OF PRODUCT QUALITY RESEARCH 


Mr. Wurrren. Dr. Trelogan, I raise this question again. Is not 
that for the benefit of the middleman and the consumer? Where does 
the farmer get anything out of everything that you have just said? 

Mr. Treiocan. First, the Department of Agriculture administers 
grading services which I assume are deemed in the public interest and 
consistent with the farm interests. 

Mr. Wurrren. You would not claim that the grading and all that 
is not primarily for the consumer 

Mr. Tretocan. No, sir. 

Mr. Wuirren. I am not saying that it should not be done some- 
where, but the question is whether what you are doing is really in 
the interest of the farmer, however necessary it may be. 

Mr. Treocan. This is another instance where the benefits redound 
to farmers, consumers, and traders. As you suggest, the ultimate 
benefit is greatest to consumers. 

Mr. Wurrren. The question is where the cost of this should be 
charged. Iam sure that any information we get is worthwhile. The 
question in my mind really is whether this is a proper charge to the 
Department of Agriculture and thereby to the farmer, or “whether 
this is primarily in the other areas. 

Mr. Treiocan. I shall not try to pass judgment on the propriety of 
the charge or where it ought to go. Tam simply saying we consider 
problems related to gr: ading services performed by the Department of 
Agriculture as clear ly within the province of marketing research, and 
I think there are distinct benefits from the research for the farmer 
as well as for consumers and traders. 


One of the benefits that I think we need to bear in mind is how | 


dependable grades help the farmer supply what the public is deman¢- 
ing. We need to meet such demands in order to sell the maximum farm 
produc ts, We want to get quality factors measured in such a way that 
those farmers who are producing and selling high quality products 
will get the premiums for them. Without such incentive, farmers 
will be shipping to market products that will not sell and that will not 
do anybody any good. 

Mr. Wuirren. I do not mean to argue that aspect of it here, but 
I would say again that the American “public buys food to the point 
that it needs food to eat. You do not insist through this means that 
you are increasing the total volume consumed; are you? 

Mr. TreLocan. Yes; I do. 


Mr. Wuirren. Across the board people are eating more than they 


would otherwise eat ? 
Mr. Trevocan. And better. 
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Mr. Wuirren. You say “and better.” Let us leave the “better” out. 
Iam just talking volumewise. 

Mr. Trevoean. Very well, sir. 

Mr. Wurrren. Eating better is important to the consumer. 

Mr. Trevocan. And to the farmer. The farmer gets more for the 
better quality. Consumers are willing to pay more for it. 

Mr. Wuitrren. Not if all of it is better. The producer who has A-] 
quality gets mor ° than the one who does not. If all we had in = 
country was No. 2, the farmer would sell it and the public would ea 
it. Iam not try ing to oppose getting better food to the consumer, ut 
[ am saying efforts to get him a better product are primarily for his 
benefit, and I doubt if you can show that it helps all farmers. It may 
help the one who produces the better quality. 

Mr. TreLogan. No. We have to recognize, Mr. Chairman, that in 
the kind of an income situation we enjoy in this country, food is in 
competition for the consumer’s dollars. There are a number of other 
things that people can spend their money for—things they do not 
necessarily need, such as recreation, luxury-type housing g, expensive 
automobiles, furniture, appliances, and so on. Top quality food can 
provide enjoyment, too. In fact we firmly believe more satisfaction 
and well-being can be derived from good food than from many other 
consumer expenditures. We are trying to induce people to spend more 
of the paycheck for food. One way to do this is to make the food 
quite as attractive as these alternative things that are being advertised 
and promoted and vie for a share of the additional consumer dollars. 
This kind of competition is important to the farmer when we think in 
terms of improving his income. 

Mr. Wutrren. It is pretty hard for me to buy that. With regard 
to the basic foods that the American people live on, I doubt if by just 
dressing them up you are adding to the sum total of the food consumed. 

Again, I am not opposing getting the very best product you can to 
the consumer, but I cannot see that it necessarily increases the sum 
totalconsumed. That isthe point that I am raising. 

Mr. TreLocan. From the point of view of the sum total consumed, 
we may cast the problem in terms of the total farm resources used to 
supply demands for food products. When we do this, in light of 
what the consumer can afford, it is appropriate to persuade consumers 
of the benefits of shifting to better quality foods and also from con- 
sumption of carbohydrates and cereal products to spend more for fruits 
and vegetables and animal products which tend to return more income 
tofarmers. These products use more farm resources in terms of land, 
labor, and capital that the farmer employs in his productive processes. 

By way of illustration, we try to help make the display of fresh 
fruits and vegetables in the supermarket so attractive that customers 
just cannot go by without picking up some of them and taking them 
home to the family. Supermarkets are trying to do this to meet their 
competition from purveyors of other kinds of goods. How w ell they 
do in this competition effects in substantial degree the farmers’ income. 


BENEFITS TO FARMERS FROM GRADING AND CLASSING 


Mr. Herrmann. Shifting to a different commodity—you are famil- 
lar with the Smith- Doxey classing service. You will recall the chaotic 
situation existing in the : average local market when you were selling 
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cotton back in the old days before the farmer had an opportunity to 
get some idea what cotton was in the way of quality and what it was 
worth. With this particular classing service available to the cotton 
farmer. he is now in a much better bargaining position than he would 
be in if he did not have the information. 

The same thing is true whether it is livestock, wheat, or what have 
you. 

Tt seems to me anything that we can do to improve the grading 
service by making the grades and standards more meaningful is 4 
worthwhile marketing service to the farmer, as well as to the trade 
and consumer. 

Mr. Wuirren. I certainly would agree that the farmer probably 
oets some benefit. I have just enough doubt to want to pursue this, 

Mr. Trenocan. We are in accord with your objectives and agree 
it is important to acquaint the public generally with the benefits de- 
rived from this kind of work. There is no question that the public 
participates in the benefits, and so do farmers. 

Mr. Wuirren. If you could just get some high-level man in the 
Department of Agriculture to recognize that. That is the hardest 
job sometimes. You can print it and distribute it to farmers and 
agricultural people, but they do not need it so much, and this subcom- 
mittee does not. It is not your fault, nor mine, but it is extremely 
difficult to get this message over to the places where we are having 
the trouble. 

Mr. Trerogan. As part of the Agricultural Marketing Service pro- 
gram the magazine called Agricultural Marketing is issued monthly. 
It has reached about a 13,000 distribution. It is sent, as you may re- 
call, to people who are expected to distribute the information further. 
The articles in it treat in brief popular style, a number of the research 
items I referred to today. The articles are being reprinted quite 
widely among the trade press and in house organs of a number of 
marketing firms and institutions. Sometimes they appear in the news 
papers. The magazine is intended to acquaint people with current 
research results that will be useful to them. 

To go on, if IT may, some of the proposed work on the grade and 
standards will be devoted to grain and meats. You doubtless recog- 
nize some of the problems associated with meat today that are con- 
sidered quite important because they have been discussed in the press 
and in congressional hearings. We are anxious to do the related re- 
search on a timely basis and hope that additional funds will enable 
us to do so. 

COTTON EVALUATION PROGRAM 


Funds will also be used to advance the cotton evaluation program 





at Clemson College, and to make a modest start on research on changes | 


in cotton fiber properties that cause deterioration in use values. 

Mr. Wurrren. May I interrupt you there? IT believe that I asked 
Dr. Shaw to pus into the record just what was involved in this urgent 
need of the National Cotton Council and many others in the cotton 
trade to trace the cotton from the field all the way through to the 
finished product. I would like at this point, where this subject is 
under consideration, that a further statement be inserted. 

Mr. Hermann. We are working with Dr, Shaw on that particular 
problem. Do you wish us to put ‘that in the record here? 
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Mr. Wuirren. Yes. Put it here. 
(The information requested follows.) 


AGRICULTURAL MARKETING SERVICE 
THE COTTON QUALITY RESEARCH PROBLEM 


Current AMS research and development work on the evaluation of market 
quality in raw cotton is being concentrated on providing objective means for 
measuring specific factors of quality. An integral part of this work is the 
development of information with respect to the significance of each factor of 
quality in terms of cost of manufacturing and value of manufactured products. 

Our present system of evaluating quality is a subjective one depending upon 
a sensory determination of grade and length of staple. It has been recognized 
for some time that classing, while practicable, is an incomplete evaluation of 
cotton quality. Masses of data accumulated over the years on fiber and small- 
scale tests, as Well as classing, indicate the relative efficiency of present proce- 
dures for measuring quality. Analysis of these data has been accelerated by 
high-speed electronic computers that have recently become available. Results 
are being obtained which describe quantitatively the degree to which each meas- 
urable quality factor of cotton is related to manufacturing waste and to yarn 
strength, appearance, and finishing properties. For some factors, the prediction 
is gratifyingly good ; for others, it is highly unsatisfactory, indicating that there 
are important factors in product quality that are as yet unrecognized. 

The situation is even worse with respect to manufacturing performance of 
cotton. The real factors of quality in the raw stock that provide optimum manu- 
facturing performance of cotton are not well understood. Yet reflectance of this 
information in the marketplace, like the guidance system of a missile, is essential 
for guidance and control of the whole cotton technology and research from the 
field through ginning to the spinning plant. Without it, final answers to whether 
anew cultural practice, a new ginning or cleaning treatment, or any new in- 
novation in the marketing system, improves or impairs cotton quality cannot 
be given. 

SOLUTION OF THE PROBLEM—PRESENT AND FUTURE 


The recent establishment of the AMS Pilot Spinning Laboratory at Clemson. 
S.C., is the first step in closing the most serious gap in the cotton quality program 
of the Department. It provides the means, for the first time, of obtaining a 
measure of spinning performance. Small-scale spinning tests and present fiber 
tests do not give the full story. 

The first specific task undertaken at the facility is to resolve the question of 
whether new ginning and cleaning practices have impaired cotton quality with 
respect to its manufacturing performance. The Laboratory is operating on a 
two-shift basis in spinning experimental cottons that have been subjected to 
controlled ginning, drying, and cleaning treatments. 


NEED FOR INCREASED CAPACITY 


A deficiency in operating funds makes the continued operation of the Clemson 
Laboratory on a two-shift basis problematical. Even though we received sub- 
stantial financial support from the National Cotton Council, additional funds 
are needed to complete the staffing of the Laboratory and to round out the as- 
sembly of standard fiber and yarn-testing equipment. The Laboratory will then 
be in a position to undertake the important function of basie fiber research and 
instrument evaluation. It is uniquely qualified for this task because it will 
handle cottons of known treatment history whose performance and other charac- 
teristics will be measured by the best devices now available. 

Even by operating on a two-shift basis, the Laboratory has already over a 12- 
month backlog of work in evaluating cottons from ginning-cleaning studies. 
This means that it is necessary to defer such important studies as the effect of 
cultural and harvesting practices, environment, and new breeding stocks on 
spinning performance. 

By expansion of the Clemson facility to a three-shift operation, the backlog of 
Work could be removed and a number of additional studies could be undertaken. 
The acquisition of additional capacity and facilities on a contract basis will also 
help but not remove the necessity for a three-shift operation. 

Attention is called to the fact that operating the spinning facility on a three- 
shift basis will materially increase the annual maintenance cost. 
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DEVELOP WEAVING AND FINISHING FACILITIES 


For a full physical and economic appraisal of cotton quality, the processing 
of the lint should be carried to the finished fabrics. Arguments for stopping 
the evaluation at the spinning stage are similar to those that for so many years 
have prevented full-scale spinning evaluations. The facts are that variations 
in quality are not always evident until a fabric is woven and finished. In some 
respects we know even less of the quality requirements of cotton for these manu- 
facturing steps than we do for spinning. 

The specific requirements are the development of additional air conditioning, 
location of space, procurement of loom facilities, and the acquisition of standard 
instrumentation for measuring strength, abrasion resistance, wrinkle recovery, 
and drap of finished fabrics. Even though some of the costly items; namely, 
slashing, warping, and finishing equipment, are partially available at the Clem- 
son Textile School, the initial investment for this added evaluation would be 
high but would be largely nonrecurring. The main recurring expense would be 
some expansion of the Clemson Laboratory labor force to operate the weaving 
and finishing facility. The labor cost is estimated at less than one-fourth the 
initial investment. 

PROMPT DATA ANALYSIS NECESSARY 


The mass of data from the test conducted at the AMS Cotton Quality Re- 
search Laboratory will yield information which can be used immediately by 
the cotton industry in selecting varieties to be produced and production and 
harvesting methods to be followed in order to provide mills with the qualities 
of cotton which they can use most efficiently. The limited information al- 
ready available indicates that changes in harvesting and ginning practices are 
possible even within the existing marketing framework which would increase 
returns to growers and better maintain the inherent qualities of cotton. The 
data from the tests also will provide a basis for revision and improvement of 
quality standards necessary before true use value of cotton can be incorporated 
into commercial trade practices and reflected in market prices. It is essential, 
therefore, that results of these studies be made available to the public as quickly 
as possible. Prompt, adequate analysis of the data will require the addition 
of several statistical and clerical employees. 


INITIATE BASIC RESEARCH AND INSTRUMENT DEVELOPMENT 


One of the ultimate goals of the AMS cotton quality research program is the 
development of instruments that will provide rapid and accurate measures of 
the manufacturing performance of cotton. In this way, objective appraisal of 
cotton quality in the marketplace will become feasible either as an adjunct to 
the present classing systems or as an integral part of some new quality grading 
system. Progress in this direction means that we must learn what makes cotton 
spin and what combination of properties make it spin well, and conversely, what 
factors in the field and in the gin impair these qualities. These are basic ques 
tions and basie research is needed to find the answers. Basic research for a 
marketing problem is rather a novel concept to many, but it is just as applicable 
here as for any other agricultural problem. 

The answers we seek are locked in the ultrastructure and surface properties 
of the cotton fiber. We need to initiate intensive investigations in order to 
establish new measuring principles that will relate to the real quality factors 
of cotton. Many modern scientific procedures such as microwave, nuclear 
magnetic resonance, beta and gamma ray absorption techniques should be ap- 
plied to the problem. ; 

The solution here is to establish an advanced research and instrumentation 
laboratory staffed with a small but highly trained and competent group of sciel- 
tists and engineers. It would be the mission of the scientists to investigate on 
a molecular basis, if necessary, the variations in quality uncovered by the 
Spinning Laboratory. Once the measuring principle was established, the engi- 
neers would translate it into practical instrumentation which would be evalt 
ated by the Spinning Laboratory. The final appraisal of the instrument comes 
back to the Spinning Laboratory, where the problem was first clearly defined. 

An advanced research and instrumentation laboratory solely for the purpose 
of uncovering significant quality characteristics of cotton is not now in exist 
ence. This is something that could not be built up piecemeal with gradual 
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expenditures of small sums. Adequate funding would be required to acquire the 
complex research instrumentation needed and to recruit a competent staff. 

This program developed for marketing needs would be useful to the breeder 
and to all other segments of the cotton industry, but would not supplant the 
basic research needs and the special instrumentation requirement for other 
research programs on cotton. 


STANDARDS AND CLASSING RESEARCH NEEDS 


The AMS research program needs in connection with the official standards 
and their application in the classification of cotton may be divided into two 
general categories as follows: 

(1) Pilot plant studies to evaluate the spinning and finishing performance of 
cotton as related to the following items which are closely associated with the 
official standards and their application in the classification of cotton. 

(a) Color.—There are a number of color groups in the official standards for 
grade Such as white, spotted, tinged, stained, and gray in addition to the color 
differences between grades in each color group. This item is a very important 
one under the present classification and marketing system in determining the 
value of a bale of cotton. It needs to be further evaluated in terms of process- 
ing and finishing performance. 

In addition, carefully conducted research under controlled conditions is needed 
to determine the color and other changes that occur to cotton in storage under a 
range of conditions of temperature and humidity. 

(b) Leaf and other trash.—This item has changed in recent years both in 
amount and the type of leaf and other trash as a result of changing cultural, 
marketing, and ginning practices. It is one of the factors of grade in the 
official standards which is very important under the present Classification and 
marketing system in determining the value of a bale of cotton. It needs to be 
further evaluated from the standpoint of processing and finishing performance. 

(¢) Preparation.—This item is one of the factors of grade in the official stand- 
ards which is used under the present classification and marketing system in 
determining the value of a bale of cotton. It needs to be further eyaiuated 
in relation to processing and finishing performance. 

(ad) Staple length.—This is the other item in addition to grade which is in- 
cluded in the official standards and is very important under the present classi- 
fication in determining the value of a bale of cotton. It is more important in 
cotton quality evaluation because a number of other properties such as strength 
and fineness are normally associated with length. Intensified programs by both 
private and Government cotton breeders in recent years have changed some of 
the normal relationships between length and other properties. Staple length 
needs to be further evaluated ip terms of processing and finishing performance. 

(e) Factors of character—Character may be defined as those elements of 
cotton quality which are not included in grade or staple length. There are no 
character standards but there are a number of fiber properties which are recog- 
nized as a part of character such as length uniformity, length distribution (or 
short fiber content), strength, fineness, maturity, spirality, pliability, cohesive- 
hess, and compressibility. Some of these properties are measurable under 
present conditions, but others are not. Those for which measurements are 
rapid enough to be an aid in the classification of cotton should be further evalu- 
ated with respect to processing and finishing performance. 

(2) Instrumentation work to develop rapid methods of obtaining measure- 
ments of various known properties of cotton. Such measurements are needed 
both in the preparation of official cotton standards and to the application of 
these standards in the marketing channels to represent the quality of cotton 
for both processing performance and product quality. Some of the present test 
methods that need to be speeded up in order to be practical in the marketing 
channels are: 

(a) Leaf and other trash: 
(1) Trash meter to determine the amount of surface leaf and to 
classify it as to area and particle size. 
(2) Waste analyzer to determine the percentage of leaf and other 
trash and to fractionate it according to size. 
(b) Moisture meter that is reliable in determining the moisture content 
of cotton fiber. 
(c) Length and length distribution measurement of cotton samples. 
(d) Strength measurement device that is fast and indicative of fiber 
strength of cotton sample. 
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(e) Fineness and maturity: The Micronaire instrument is fast and appli- 
cable in commercial practices. It measures fineness and maturity of cotton 
fibers in combination. When the variety of cotton is known it can be said 
to be measuring maturity. 

In view of the inadequacy of established methods for evaluating lint cotton 
quality with respect to its manufacturing performance, instrumentation work 
is needed to develop methodology and instrumental techniques designed to pro- 
vide measures of quality factors which are a part of character. There is a 
need to develop methodology to determine some of the properties not now 
being measured as shown under item (e) of pilot plant studies. Some of the 
properties that need to be measured are spirality, cohesiveness, compressibility, 
crimps, ete. 

AGRICULTURAL RESEARCH SERVICE 


COTTON BREEDING RESEARCH 


For a number of years, the Department has cooperated with the Tennessee 
Agricultural Experiment Station at Knoxville in evaluation of spinning quality 
related to cotton genetic and breeding research. <A fiber testing and small-scale 
spinning laboratory there is engaged in basic research standardizing fiber quality 
measurements and spinning tests on one-half pound samples of fiber and relating 
the fiber data to spinning test results to determine the significance of each 
fiber property measurement to spinning performance. This research has 
involved determining fiber properties that primarily are controlled by heredity, 
how they are inherited, and how the data can be used in guiding our genetics 
and breeding program to develop improved varieties combining high fiber quality 
and high yields. It also has involved determining the influence of soil moisture, 
temperature, and other environmental factors on modifying the inherent desir. 
able fiber quality characteristics. A comparison of the quality of the leading 
cotton varieties grown today with those grown 20 years ago furnishes ample 
proof of the influence this research program has had in improving the heritable 
qualities of American cotton varieties. 


NEED FOR ACCELERATION OF EVALUATION OF NEW STRAINS OF COTTON 


Remarkable progress has been made in basic research and analysis of fiber 
properties and the application of this knowledge in guiding the breeding pro- 
grams of institutional and private cotton breeders. However, the problem is 80 
complex in all of the biological ramifications that much remains to be done. 
Breeding is time consuming and is in need at the earliest possible moment of 
better basic information than now available to provide the spinner a diversity 
of high-quality cottons to fit modern textile requirements and end-use needs. 
Several theoretically important fiber-quality characteristics are as yet not being 
measured on the breeders’ samples. Improvements in both accuracy and speed 
are needed on the properties now being measured if the breeding and agronomic 
research programs are to be served adequately. Consequently, there is a pressing 
need to accelerate the basic fiber research and analysis of fiber properties 
Some encouraging progress now is being made in the cooperative progral 
with the Tennessee station on improving the Fibrograph for rapidity and 
reproductivity of fiber length measurements and the distribution of varying fiber 
lengths as affected by variety, growing conditions, preharvest weather exposul®, 
and subsequent treatments. 

This basic research could be strengthened by the addition of capable profes 
sional and supporting personnel to aid in instrument development, to evaluate 
instrumentation and perfect testing techniques, and to aid in processing data 
for interpretation to guide the breeding of better fibers. Work in this area 
will be closely coordinated with that of the cotton quality research at Clem 
son, 8.C. 

COTTON MECHANIZATION AND GINNING 


Research on mechanical harvesting of cotton is carried on at Stoneville. Miss. 
Auburn, Ala., Shafter, Calif., and Lubbock, Tex. Research on cotton ginning 
and related processes is carried on at Stoneville, Miss., Clemson, 8.C.. Mesilla 
Park, N. Mex., and Chickasha, Okla. 

In fiscal year 1960, an increase of $200,000 was provided for strengthening 
cotton mechanization and ginning research at Stoneville, Miss. This increase 
provided for studies on development of principles, methods, and equipment Te 
lating to defoliation and harvesting of machine-picked cotton; and instrumentt 
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tion and requirements for cleaning, ginning, and handling machine-harvested 
cotton at gins. This includes relationship of atmospheric relative humidity to 
seed cotton quality prior to and during machine harvest, safe storage periods 
at different levels of relative humidity for seed cotton in trailers prior to 
ginning, source of possible oil contamination in machine-picked cotton, instan- 
taneous moisture measurement of seed cotton and lint during the ginning process, 
and development of a system of controls to allow ginning at optimum seed 
cotton moistures. 


Need for acceleration of resear.h related to cotton harvesting, handling, and 
ginning 

Basic research.—Fundamental studies are essential to determine the changes 
in fibers that take place during harvesting, handling, and ginning of seed cotton. 
All of these studies are conducted in close cooperation with the Clemson Labora- 
tory of Agricultural Marketing Service, and need to be an integral part of the 
research of the Agricultural Engineering Division aimed at development of 
improved mechanical equipment for the harvesting and ginning of cotton. 

Such research would provide the basis for the most effective modification and 
use of presently available harvesting and ginning equipment and for the develop- 
ment of new and more effective harvesting, handling, drying, cleaning, and 
ginning equipment and methods. 

Specifically, there is urgent need for a rapid and effective means of determining 
the percentage of short fibers before and after ginning and at selected points 
in the ginning operations. 

There is also need for instruments and techniques for quickly determining 
the quantity and character of trash in seed cotton for the purpose of enabling 
ginners to forecast and meet the drying and cleaning needs of seed cotton. 

The present level of research on these problems of basic fiber characteristics 
and related instrumentation in connection with harvesting and ginning research 
is about one professional worker. Additional workers would be required for 
significant research in this field. 

Vechanical stripper research.—Currently, around 114 million bales of cotton 
re being harvested by strippers. Potentially, the stripper has the pron ise of 
being more widely used as a most economical harvesting method for a much 
higher percentage of the crop if refinements can be made. Preliminary studies 
indicate that a stepped-up research effort on modification, adjustment, and 
operation is warranted to determine when it is advisable for a producer to use 
astripper from a quality and cost standpoint, 

Research on this problem should not be limited to refinement of conventional 
strippers but should include the development and investigation of any harvesting 
principles and equipment which have any possibility of resulting in a better 
quality-cost combination. 

The present level of research on this problem is less than one professional 
an-year. At least two additional professional workers are needed, with some 
subprofessional assistance. 

Gin-stand research.—Rapid methods of harvesting are placing increasingly 
heavy loads on gins. Mechanical pickers and strippers are materially shortening 
the harvesting season. Research has tried to cope with this rapid movement of 
cotton to the gins by developing gin stands of greater capacity. This has offered 
some temporary relief, but it is possible that the high-speed gins may adversely 
affect the spinning quality of cotton. Even at best, the action of the gin stand 
is harsh and may contribute to the percentage of short fibers. Therefore, some 
of the spinning difficulties which are now attributed to drying and cleaning may 
be due to the action of the gin stand. Some gin-stand research is going on at 
present, but this work needs to be expanded to explore the whole area of rapidly 
removing the lint from the seed of long staple and upland varieties while 
preserving the spinning quality of the cotton. 

Present research on this problem includes about one professional worker 
each on roller ginning and saw ginning methods. At least two additional pro- 
fessional workers are needed with appropriate supporting subprofessional 
Workers, 

COTTON UTILIZATION RESEARCH 


The Department's principal cotton textile research as related to new and ex- 
tended uses for cotton is conducted by the Southern Utilization Research and 
Development Division at New Orleans, La. In fiscal year 1960, $2,468,600 is 
budgeted for this work. This program inclues reseach to achieve improved proc- 
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esses, processing equipment, and quality of product: on the chemical treatment 
of cotton to impart special properties; the development of new and improved 
cotton processing machinery and cotton processing methods; the design of cotton 
products for special end uses. In addition, it includes basic research on the 
physical and chemical structure and properties of cotton; analysis of fiber prop- 
erties; and instrument development as an aid to developing new and improved 
cotton products and processing machinery. More information on certain of these 
areas is given below: 

Basic fiber research and analysis of fiber properties 

Achievements.—Substantial and continuing progress of research in this area 
has resulted in the development of a more adequate understanding of (1) the 
architecture of the cotton fiber and its relationship to mechanical and chemical 
processes; and (2) the effect of fiber properties such as fineness, maturity, 
strength, etc., on the properties and quality of the yarns and the resulting wide 
range of end-use fabrics produced. 

Current program.—lInvestigations include (1) cotton fiber structure and its re- 
lation to the behavior of cotton in mechanical and chemical treatment; (2) cot- 
ton fiber structure and its relation to all types of degradative merchandise; (3) 
the effects of high energy radiation on the properties and reactivity of cotton; 
(4) the blending of cottons of different fiber characteristics to obtain optimum 
fiber processing and quality and efficiency; (5) the establishment of interrelation 
between fiber, yarn, and fabric properties and measurement of these properties. 

Fiscal year 1961 increase.—Projects in this area recommended for increase in 
fiscal year 1961 include: 

(1) Development of optimal construction for fabrics for wash-wear products 
of improved quality, $85,000; development of equipment for blending short fibers 
from cotton, $45,000; (38) investigations of changes of molecular struture of na- 
tive, degraded, chemically modified and treated cotton by infrared spectroscopy, 
$60,000; and (5) determination of the effect of cotton fiber properties on spinning 
efficiency, $40,000. 


Instrument development 


Achievements.—In connection with the new uses research of the Southern Utili- 
zation Research and Development Division, numerous evaluation methods and in- 
struments have been developed to study and measure the physical and chemical 
properties of cotton. These include (1) specialized instruments, such as the 
nepotometer, stelometer, automated fibrograph, automatic crease recovery tester: 
(2) new spectrochemical and microscopic techniques; and (3) standardized 
analytical procedures. 

Current program.—Research is being conducted on the development of (1) an 
instrument for quickly and accurately measuring the trash content of cotton at 
various stages of mill processing: (2) an accelerated ends-down test; (3) a device 
for automatically preparing fiber specimens for rapid determination of distribu 
tion of fiber length; and (4) infrared spectroscopic procedures for evaluating 
the chemical modification of cotton. 

Fiscal year 1961.—No projects have been recommended for increase in this 
area in fiscal year 1961. 





Need for utilization research 

The specific research approaches mentioned above are highly important in 
supplying textile mills with cotton fiber of the highest quality. However, the 
program is incomplete in that the mill is not the ultimate consumer ; an expanded 
utilization research program is needed to provide the consumer with new and 
improved cotton end-use products to limit inroads of synthetics into cotton’s 
traditional markets and to provide new products for expanded markets. In- 
creased research effort is needed on cotton lint and its products; on the basic 
structure, properties, and chemical and physical mechanisms as they relate t0 
new and extended uses; the improvement of important properties of cotton such 


as tear, soil, water resistance, etc.; interrelation among the measurements of f 


fiber, yarn, and fabric properties; improvement of wash-wear properties of cot 
ton: exploratory chemical and physical investigations: development of improved 
methods of mechanical processing ; chemical property development, such as flame, 
heat, rot, weather resistance, etc.; development of new and improved cotton 
products; and development of new and improved mechanical processing 
machinery. 
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Mr. Trevocan. The Clemson project is another instance where it 
has been possible with the approval of the committee to initiate work 
with funds that have become available through the completion of 
other projects, but the results that are being obtained seem to justify 
a faster rate of forward progress than we can afford with the currently 
available funds. In view of the fact that this committee specifically 
approved initiation of the work at Clemson, and because of the con- 
tinued interest the committee has shown in it, you might be interested 
in some of the details of our plans with respect to the expansion pro- 
posed with the increased appropriation. Dr. Herrmann is prepared 
to do that. 

Mr. Wuirren. We will be glad to have him testify about it. Com- 
ing from an area where cotton is produced, I try to have a general 
interest in it. The investment in cotton, I guess, is second only to 
corn and wheat, and to a degree cotton is in demand and in use, and 
to that degree the Government is not out as much in other programs. 
So there is a real field here where improvement can be made. 

Mr. Horan. Did you not see some of the work at Clemson ? 

Mr. Wuirren. We did. We were impressed with the start they 
have. You may proceed, Dr. Herrmann, 

Mr. TreLocan. Let me close by saying that I am confident with the 
increased funds requested we can show accomplishments worth many 
times the value of the investment. 

Mr. Wuirren. They will come back worth many times to whom? 

Mr. Tretocan. To the general public and to farmers. 

Mr. Herrmann. When you and Mr. Marshall and Mr. Anderson 
were in Clemson we did not have an opportunity to discuss with you 
the overall program of the Clemson Cotton Spinning Research Lab- 
oratory. I would like at this time to cover a bit more of the back- 
ground of the research and why we are doing this type of work. 


TECHNOLOGICAL CHANGES IN MARKETING COTTON 


As you know, this is an age in technology. You have heard a great 
deal about the technological revolution in agriculture. The same 
revolution is going on in marketing. In the field of marketing which, 
of course, includes cotton, there have been many changes in the organi- 
zation of the market. There have been changes in marketing prac- 
tices. Old methods are being abandoned and new methods are being 
picked up. As mentioned before, increased labor and other costs are 
aiding and abetting the changes that are taking place in the marketing 
System. 

The burden of these changes is falling very heavily on the market- 
ing system, and cotton is affected by these changes as much as any of 
the other commodities. More specifically, with | respect. to cotton, the 
technological changes that are having the greatest impact at the 
moment are the drying, cleaning, ginning and harvesting as they 
relate to the quality of cotton that comes onto the market. For that 
reason we in marketing research are very much concerned with the 
quality of the product which is now moving into the channels of trade. 
Both the domestic mills and foreign buyers now have a greater range 
of alternative choices of fibers than they have had before. 'This means 
that the competition which cotton is now facing is much more serious 
than in the past. Buyers are becoming much more discriminating 
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with respect to what they want. Competition of foreign growths and 
competition from manmade fibers is extremely serious at the present 


time. 
SPECIFICATION BUYING 


In addition, the competitive situation, and with high labor costs 
being as they are in the mills, buyers are moving in the direction of 
what we call specification buying. They are now much more precise 
in their grade and staple demands. They want specific qualities for 
a particular type of product. This means that the marketing system 
must adjust to the demand for more specificity in the quality of the 
cotton moving in the channels of trade. 


QUESTIONS FOR CONSIDERATION 


These problems inevitably lead to such questions as—what is cotton 
quality? Just what do we mean by quality anyway? How can qual- 
ity be identified? How can it be measured more effectively? How 
can we be sure cotton has received the normal treatment as it moves 
through the channels of trade, from ginning on through the mill 
to the finished product? How can we know that it might not have 
been damaged in marketing channels, possibly overheated, or ex- 
cessively cleaned? It is very difficult to tell by casual or other obser- 
vation whether cotton fibers have been damaged. If they have been 
damaged, just how has it been damaged, and how can this damage to 
the fibers be measured? How does the damage that may have been 
inew» ed in the channels of trade affect the end-use value of the product 
and the performance of the product in the mill? And then, finally, 
how can the sources of such damage be corrected? 

These are some of the items in which we are particularly interested 
in the conduct of our research work. 

I would now like to present an out line of the object ives of the Clem- 
son Cotton Quality Research Laboratory and related research in four 


OBJECTIVES OF COTTON QUALITY RESEARCH 


The objectives of the Clemson Laboratory and related AMS mar- 
ket quality research areas follows: 

1. Using carefully controlled commercial types of facilities, eval- 
uate the effects of variations in methods and practices in production, 
harvesting, ginning, drying, cleaning, and handling, on the spinning 
performance of cotton and its end-use value. | 

Present facilities provide for performance and economic evaluation 
through the spinning process only. Complete quality and economic 
evaluation will be dependent on the carrying of the cotton yarn 
through weaving to the finished product. We consider the pilot fa 
cility to be a research tool. 

2. Through the research mentioned above we hope we will be able 
to provide criteria for the development of a program designed to 
correct practices between the farmer and the finished product which 
are believed to be harmful to the inherently significant mill perform- 
ance quality of cotton. 

In addition, the research will provide information which will guide 
breeders and farmers in producing cottons with the specific qualities 
in demand in the market. 
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3. Develop a basic research program in which single fibers from 
cottons programed through the pilot spinning facility and other cot- 
tons of known history w ill be subjected to microscopic and other phys- 
ical and chemical examination in an attempt to develop a better under- 
standing of normal and damaged fiber structure and provide precise 
information on how the various types of hidden damage may possibly 
affect mill performance of such cottons, and the end-use value of the 
resulting product. 

4. The basic and the mill performance research data derived from 
No. 8 and No. 1 above should provide valuable guidance for the 
formulation of official cotton standards and for developing new, and 
perfecting existing, methods and instruments designed to objectively 
evaluate, measure, and record economically signific ant quality char- 
acteristics accurately and quickly under practical market conditions. 

The broad objective of this research will be to develop instruments 
as an aid to human judgment in cotton classing. Accuracy in cotton 
classing is of immediate and continuing importance to the farmers, 
the trade, and the CCC loan program. 


PROGRAMING AND COORDINATION 


This program is under the broad general direction of a cotton 
quality research coordinating committee of which I am chairman. 
Other members of the committee are Dr. T. C. Byerly, Deputy Ad- 
ministrator for Farm Research, and Dr. George Irving, Deputy 
Administrator for Utilization Research in the Agricultural Research 
Service, and Mr. E. J. Overby, Director of the Cotton Division of 
the Agricultural Marketing Service. 

To assist the committee is a technical subcommittee whose principal 
responsibility is the programing of the cotton quality research of the 
various agencies of the Department. The 12 members of the sub- 
committee are drawn from the Department, the State experiment sta- 
tions and the trade. Both the Agricultural Marketing Service and 
the Agricultural Research Service are represented. There are rep- 
resentatives from marketing economics and market quality research, 
and from cotton production, ginning, harvesting, and utilization re- 
search. In fact, all aspects of cotton quality research in the Depart- 
ment of Agriculture are represented. All the research that is pro- 
gramed through the Clemson Laboratory passes the scrutiny of the 
two committees and has the full approval of the various interested 
agencies in the Department. We believe we have a rather closely 
guided program with which industry representatives are closely 
associated. 

PROGRESS REPORT ON CLEMSON LABORATORY 


A brief progress report with respect to the Clemson Cotton Spinning 
Research Laboratory may be in order. As yow know, Mr. Chairman, 
the first equipment purchased for the Clemson Laboratory was. fi- 
nanced with 1958 fiseal year funds with the approval of your com- 
mittee. The spinning equipment was iristalled between July and 
December 1958. The break-in period was from December 1958 to 
March 1959, The air-conditioning equipment was installed in April 
1959, and the Laboratory was dedicated that same month. The equip- 
ment adjustment and calibration period lasted until July, and research 
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work was started early in September of 1959. Because of the workload 
buildup a second shift was added in November 1959. 

Studies underway of the effect of variations in ginning practices 
upon the processing performance include lots of cotton subjected to 
two or more levels of overhead seed cotton cleaning equipment, in 
combination with low, moderate, and high levels of lint moisture 
and zero, one, and two levels of lint cleaning. Tests of 1958 cotton 
—_ 16 bales of California cotton representing 4 4 different gin 

atments, 42 bales of Mississippi Delta cotton representing 2 methods 
of harvest and 12 gin treatments, and 161% bales of Mississippi Delta 
cotton representing 27 gin treatments. Tests on 1959 cotton include 
54 bales of California cotton representing 18 gin treatments, and 93 
bales of Mississippi Delta cotton representing 2 methods of harvest 
and 27 gin treatments. In addition to the major studies of the effect 
of gin cleaning practices, a small exploratory study is being made 
which involves eight bales of cotton harvested with different types 
of mechanical harvesting equipment and subjected to different degrees 
of contamination from lubricating oils. 

Plans now being presented to the programing committee call for 
other types of work. One project we have in mind covers a subject 
in which you, Mr. Chairman, have been quite interested for some time; 
that is the evaluation of spotted cotton. We now have the instrv- 
ments to measure color accurately, but we are not quite sure what 
color means in terms of its effect on quality. The economic significance 
of color is not clear. Nor do we know whether the discounts and 
premiums associated with color, that is, spots, tinges, stains, ete, 
are in line with end use value. 

Mr. Wuirren. May I interrupt there and say that I recognize that. 
Many things that arouse my curiosity and make me wonder are in the 
area where I am not fully informed, and it is hard for me to forma 
firm conclusion. The insistence by the cotton shippers on reclassing 
cotton as classified by the CCC has raised serious questions in my 
mind. It could be that after a period of months, cotton may change 
in color or otherwise when matched back against the cotton standards, 
which in turn may relate back to the level ‘of price supports, which i 
turn would make the price on a reclass less than it was to start with 
But since the shippers and those who buy the cotton and who are 0 
insistent on reclass are unwilling to show their records as to whether 
they actually sell this cotton so reclassed at even higher rates than 
originally, and are not interested at all in the Gov ernment selling by 
sample, it makes me wonder. If there is a change, would it not help 
them with regard to what they pay the Government but in no way 
bothers them in selling the cotton because it does not injure the value 
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of the cotton in use. T do not make this as a ch: arge. I say it is about | 
the only plausible explanation that I have been “able to see for this | 


strong insistence on the reclass privilege by the shippers or the buyers 
[ am not asking you to pass judgment on this since it does not par 


ticularly come under you. It does lead us to realize we should have | 


information as to whether these variations should carry as mueli 
weight as they do in price supports. 
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COLOR PROBLEMS 


Mr. Herrmann. Color is one of the areas, Mr. Chairman, on which 

we hope to get some answers. We have underway some planning 
which we hope will lead to research on the economic significance of 
the various types of cotton tinges, stains, and spots. We wish to see 
whether they are actually deleterious to the end product, whether cer- 
tain types can be bleached out, and whether they are or can be made 
just as acceptable as white cotton. 
' There are very many kinds of spotted cottons and they are spotted 
for various reasons, so the problem is not as simple as one might ex- 
pect. As you know, there is probably more spotted cotton on the high 
plains of ‘Texas than anyplace else in the country. That is the area 
where we would hope to make an early start with this particular prob- 
lem. 

Mr. Wuirren. We had more of everything in Texas until we got 
Alaska. 


OTHER COTTON AREAS TO BE COVERED 


Mr. Herrmann. We do hope to get to that and a number of other 
geographical areas as the research progresses. ‘To date we have coy- 
ered only two locations on the Mississippi Delta, the Robinsonville 
and the Stoneville areas, and in addition the Shafter section of the 
San Joaquin Valley of California. 

There are different types of cottons in other parts of the Cotton 
Belt which need the same type of research treatment. 

Another problem that is coming up is the result of mechanization 
of harvesting. That is the question of foreign material such as lubri- 
cating oil that gets onto the cotton in the harvesting process and may 
oftentimes be quite harmful to the cotton, and questions are being 
raised as to its possible performance in the mill. 

We also want to run some tests with respect to the effect of natural 
versus artificial drying. As you know, drying and overdrying and 
overmachining is one of the most difficult problems we have to face 
with respect to the research we are doing in the Clemson Laboratory. 


RESEARCH ON COTTON STANDARDS AND CLASSING 


A few words with respect to cotton classing may be in order. Under 
the Smith-Doxey Act I believe that the Cotton Division of the Agri- 
cultural Marketing Service is classing about 95 percent of the cotton 
in the United States. Last year this totaled some 14 million bales 
of cotton. In certain years the Cotton Division has classed as much as 
20 million bales. This means that there is quite a bit at stake for the 
farmer, the trade, and the CCC. We believe it is necessary to get 
our grade standards and our grading methods in the best possible shape 
so that an equitable, efficient job can be done. For that reason we are 
hoping to do some research that will support this type of activity. I 
believe that I should say that to date the record shows that the per- 
formance of the Cotton Division in the classing of cotton has been 
excellent. The performance of the Division’s classers is pretty much 
in line with the carefully controlled instrument tests. From checks of 
classing service performance against the instruments that are now 
available, it would appear that the Agricultural Marketing Service is 
doing a good job of classing cotton. 
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| believe, however, that Mr. Overby, Director of the Cotton Divi- 
sion, would be the first. to say that improvements can be made because 
as long as we have human beings making a subjective evaluation of 
a commodity like cotton, or any other commodity, there are chances 
for error. 

Mr. Wuirren. With regard to this reclass—and I do not say this 
condemning pyone the people in the trade naturally like to buy 
as cheaply as they can and sell as high as they can. That is our 
system. But this reclassing it is not an exact science. It is an aut. 
In that drive they have insisted that they should not be required to buy 

“a pig ina poke. " 

In the first. place, this cotton is offered as having been classed 
on a certain date so they know approximately when it was classed. 
They know that it was classed under a system which represents an 
art rather than a science. All of them admit to me that the same 
classer could class the same bale of cotton every day and, if he did 
not know it was the same bale, there would be a variation. That 
means that if it is reclassed by a classer, the day after it is re 
classed it could be classed again and it might vary. So I do not 
see any way that we could give any absolute assurance on each bale. 

I say again, none of the buyers seem to want to buy by sampling 
like we sell other commodities, where each man can use his own best 
judgment. I say this in reference to your statement that you are in- 
proving the classing system. If you do have some measuring ay 
some machine by which you can test the strength of the fiber an 
then find the answer as to whether coloring counts, and if so bie 
much, and what kind of coloring, you would get into a position to 
where this matter could be more specifically known, which would per- 
haps be to the interest of all concerned. 


BASIC RESEARCH AD INSTRUMENTATION 


Mr. Herrmann. As part of the program eventually we hope to get 
a basic research program going that will give us a better understand: 
ing of basic cotton-fiber properties and characteristics, and also to 
develop instruments and methods for measuring these quality factors. 

To illustrate further, at the present time I think that we havea 
very efficient colorimeter, a machine to measure color. As I said 
before, we do not quite know what these colors mean when they are 
present. 

Then again we have a trashmeter, which is quite a good instrument 


at the present time, but we still have no method of measuring the | 


quantity of trash, or the amount of trash that might be present ina 
sample. We can take a picture and tell to what extent trash is pres 
ent, but we have not gotten a device for measuring the amount of 


trash. 
COTTON CHARACTER CONTAINS MANY UNKNOWNS 


Then we have. of course. in cotton this undefinable item called 
character. In the old days, Mr. Chairman, when I used to run 4 
cotton- classing school in Oklahoma C ity attended by 125 classers one 
year and 100 ‘Classer's another year, we talked about character but no 
one quite knew what character was. In other words, I think it is gen 
erally defined as everything else but grade and staple. There are 
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many other important characteristics such as strength, absorption 
capacity, cohesiveness, compressibility, fineness, pliability, and the 
like, that fall into the role of character. Some instruments now avail- 
able in the laboratory can do a good job of measuring some of these 
characteristics of catia but for practical mi arketing purposes they 
are much too slow and much too expensive. Some c characteristics are 
not now measurable. We hope eventually to attach this particular 
problem with the objective in mind as substituting to the greatest 
possible extent, instruments, and equipment for human judgment in 
determining cotton quality, 

I think that is all, Mr. Chairman. 

Mr. Wuitrren. Thank you, Dr. Herrmann. 

Are there further questions on this particular item ? 

Mr. Weis. Mr. Chairman, the next item which carries an increase 
is for crop and livestock estimates. 

Mr. Wurirren. We would be glad to have that. 


FEDERAL-STATE-INDUSTRY COOPERATION IN RESEARCH 


I would like to ask you, Mr. Wells, to get Dr. Shaw to submit a 
statement as to what use was made of our suggestion about enlarging 
this cooperative effort with industry. 

Mr. Wetts. Yes, sir. 

Mr. Wuirren. We mentioned it last year, but I do not think we 
asked for a detailed report. 

Mr. Weis. Mr.. Herrmann will work with Dr. Shaw and his 
people. 

Mr. Wuirren. Last year we suggested that we might expand the 
overall research effort if we cooperated with industry | to a larger de- 
gree. We discussed it with Dr. Shaw and included it in our report. 
I do not know, however, if the committee asked him specifically when 
he was here to discuss what may have happened in the last year in 
that regard. 

It is our argument that we are about as high as you can get funds 
through Congress, and it would help industry as well as agriculture if 
they could add funds to your Operations where they could help sell 
and supervise. 

We would like to have the matter brought up to date. 

Mr. Wetts. Yes, sir. 

Mr. Herrmann. I think we have made some good progress in that 
area this past year, and we would be glad to report it to you. 

(The report requested follows :) 


FEDERAL-STATE-INDUSTRY COOPERATION 
AGRICULTURAL RESEARCH SERVICE 


Most research accomplishments have resulted from the joint efforts of ARS, 
the State experiment stations, State departments of agriculture, and industry. 
A large part of ARS research is cooperative with State experiment stations, and 
much of this is conducted in facilities provided by the States. 

Funds and facilities used by industry in support of ARS research have in- 
Creased by two-thirds during the past year—from $2.7 to $4.5 million. Funds 
contributed by industry for use by ARS have also increased substantially. Last 
fiscal year, approximately $296,000 was received from this source. This year 
the figure has already risen to slightly more than $400,000 and may exceed $500,- 
000 by the end of the year. These funds are set up under formal agree ments. For 
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example, under one agreement a private organization has contributed $149,500 
to help pay the cost of developing an ‘electronic system: for processing’ records 
under the national dairy herd improvement program. This 'work is now under. 
way in New Orleans, where equipment and operators are furnished by the Com- 
modity Stabilization Service on a reimbursable basis. 


AGRICULTURAL MARKETING SERVICE 


Under trust fund arrangements in fiscal year 1959, industry groups con- 
tributed $81,154 in direct funds to the Department for use by AMS on co- 
sperative marketing research. An example is the contributions of the Florida 
Citrus Commission ($31,970), the Sunkist Growers, Inc. ($21,564) and the 
California Prune Advisory Board ($2,500) toward one-half the cost of a re 
search contract on “Retail store availability of fruit and juice products, and 
consumer purchases of these products as estimated from a consumer panel.” 
Also included are funds contributed by the National Cotton Council for the 
employment of laboratory teehnicians at the Cotton Quality Research Laboratory 
at Clemson, S.C. It is estimated that private firms and industry groups con- 
tributed the equivalent of $1.4 million in the form of manpower, facilities, 
equipment, and commodities applied directly to marketing research projects. 
An example of industry cooperation in this area is the approximately $30,000 
which the trailer truck industry devoted to a study on the development of a 
rating system and standards for refrigerated trailer trucks. This contribution 
involved truck-trailer equipment made available for the studies. 

Industry groups have, during the past year, paid approximately $200,000 for 
research conducted by outside agencies in close association and in support of 
AMS research. An example is the $10,000 paid by feed groups to the Midwest 
Research Institute for work conducted in support of AMS research on efficiency 
of feed mills. 

In addition, private industry expends approximately $5 million to disseminate, 
adapt, and put into practice AMS research results. This work is usually 
planned and carried out in close consultation with the AMS research staff. For 
example, under the leadership of the National Broiler Council, about $3 mil- 
lion was expended in calendar year 1959 on consumer and institution promo- 
tional, merchandising, and publicity programs based to a large extent on AMS 
research. The National Cotton Council also devotes significant resources on 
these programs which supplement AMS research. 

Also significant is the manpower, facilities, equipment, and commodities, rep- 
resenting investments of millions of dollars, which are made available each year 
by industry for use in conducting marketing research at no cost to the Govern- 
ment. It is not possible to attach a dollar estimate to these contributions which 
include— 

(a) Technical consultation in research planning and analysis; 

(b) Space, equipment, and commodities for retail store experiments: 

(c) Transportation equipment and commodities for test shipments; 

(d) Warehouse space, equipment, and commodities for storage projects: 

(e) Leadership in dissemination of research data through trade and in- 
dustry publications and encouraging the adoption of research results; and 

(f) Accounting information and other data required for analytical re 
search studies. 


Crop AND Livesrock ESTIMATES 


Mr. Wuirren. Mr. Newell, we shall be glad to have your discus- 
sion at this time. 

I note this activity entails an increase of $552,800; is that right ? 

Mr. Newe tw. Yes, sir. 

Mr. Wuirren. Mr. Newell, we realize the need for accurate figures. 
However, we try to get better figures and better research and better 
this and better that, and we get about 25,000 more folks in the De- 
partment and about four more Assistant Secretaries. 

But, what is the need for doing all that when the farmers’ income 
is going down? There are other things beyond your reach, but the 
situation is bad enough without our knowing it. 
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Does it help us to know how bad it is? 

Mr. Neweux. Mr. Chairman, on that I would say that you are in a 
pretty bad position if you have to start bargaining blindfolded. 1 
think we have to have good information on which to operate. 

Mr. Wurrren. If you have all of the evidence which you need in a 
lawsuit, I do not know whether it is a good investment to pay some 
more witnesses to come to court. We already know that the situation 
is bad enough. 

Mr. Horan. We have to have that information in order to keep our 
sons from going on the farm. 

Mr. Wurrren. This generation of boys is smarter than the preced- 
ing ones. I believe our sons are born with enough knowledge not. to 
goon the farm. If they read the papers, I think that would convince 
them not to, unless they are getting a salary. 

Mr. Newext. Mr. Chairman, I have a short opening statement. 

Mr. Wuirren. We will be glad to have it. If you will read it we 
will probably save time. 

Mr. Neweux. The item which I wish to discuss with you is called 

“Crop and livestock estimates” in the budget presentation. This title 
goes back a long way, and I feel at times is partially responsible for 
some of the misunderstanding regarding the real functions that are 
covered by this item. I find that some people think of this activity 
as one that provides solely for current reporting of prospective and 
inal production of crops and livestock. This is, of course, one of the 
principal functions, but it is actually only a part of the broad pro- 
gram presently carried on. I think it would be a little more realistic 
to think of this activity as “Agricultural estimates,” because this 

service deals with some aspects of almost ev ery phase of agriculture. 

In the course of a year, the Agricultural Estimates Division issues 
more than 500 reports, covering some 150 crops. This sounds big, but 
it does not give a sufficient picture of the magnitude of the jobs. 
Some of these estimates are broken down into 2, 3, or as many as 20 
different parts and are issued on a weekly, monthly, quarterly, or an- 
nual basis. For example, there are three estimates for the wheat 
crop—Winter, Durum, and Spring wheat. For cattle, the estimates are 
made for beef cattle and dairy vattle, by age and sex classification ; 
the calf crop; and number of cattle on feed. For poultry, separate 
estimates are made for broilers and the laying flock, also divided into 
hens, pullets, and other chickens, and, Mr. Nate her, the prize break- 
down is in tobacco where the estimates are made for 20-odd separate 
types. 

Mr. Narcuer. Dr. Newell, if you will pardon me for interrupting 
you at that point, I want you to know that 49 cents of every dollar 
received from agriculture in Kentucky comes from tobacco, and we are 
in trouble with tobacco. We need research which will meet our 
present-day needs. 

Mr. Chairman, you know that. 

Mr. Wuirren. I do know that. 

Mr. Neweiu. Of course, Mr. Natcher, I was the county agent once 
upon a time in a tobacco county and so I have a little feeling for 
your problem. 

In addition to these reports on production and utilization of crops 
and livestock numbers, the service provides reports on stocks of grain 
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on and off farms, farm stocks of hay, monthly cold storage holdings 
often divided into a number of different package sizes or weight 
classifications. Then there are reports on employment and wages of 
farm labor, farm prices both paid and received by farmers, and a 
great many other kinds of information, all of which contributes to 
the conduct of the Nation’s biggest and most fundamental industry. 

People from all over the world have come to our organization for 
training. Very often these men and women have, as their ultimate 
objective, the development of economic or marketing services, such 
as are provided by the Agricultural Marketing Service, but they say 
this cannot be done effectively until the basic infor mation, such as 
that. provided by our Agricultural Estimates Division, is available. 
At times, they become impatient, but we have to remind them that in 
this country, when these additional kinds of economic and marketing 
services were started, we had as a background some 50 years of funda- 
mental crop and livestock estimating as a basis from which to start. 

I bring this up primarily to illustrate and emphasize an important 
point. The c rop and livestock estimating work was the first marketing 
service established in a new and rapidly growing country. It is today 
the source of basic and fundamental information on the Nation’s sup- 
ply of food and clothing, as well as providing the information on the 
general conditions and the changes that are taking place in the pri- 
mary producing plants consisting of some 414 million individual busi- 
ness units—the Nation’s farms. I know of no other reporting organi- 
zation that is confronted with as complex a problem as that involved in 
reporting on the current operations and conditions in so many and so 
widely dispersed individual units. 


USERS OF CROP AND LIVESTOCK STATISTICS 


Mr. Wuirren. I raise this question—and I raise it so you can give 
your best answer: The farmer on the farm is in pretty good shape to 
gage the situation, based upon the price he receives, and getting all 
these statistics is meant primarily for the trade, for the magazines 
and newspaper publishers. 

I am not saying that the farmer receives no benefit from them. In 
fact, I am raising the question as to what percentage of this informa- 
tion is of as much value to the farmer as it is to the group between the 
farmer and the consumer; in other words, those that make money out 
of the farmer are more interested in what the farmers are doing than 
the farmers themselves. 

Mr. Newent. Mr. Chairman, to give you an answer on that, I would 
like to point out the fact that the farm agents—the county agents— 
are one of the biggest consumers of the crop and livestock estimating 
information. They are the ones who are in close contact with the 
farmers, and they are constantly using it as a basis for their advice 
to farmers. 

Mr. Wuirren. You mean the farmer gets his information there and 
to some degree relies on it as to whether to expand pig production or 
to feed out his cattle, and things of that sort ? 

Mr. Newetu. I think they would. 

Another very striking illustration, I think, is the point that comes 
to us frequently, and that is this: The people who do not have this 
service are the first people to raise a cry for it. 











7s 
‘ht 
of 
to 
We 


ite 
ch 
ay 
as 
le. 
in 
ng 


la- 


nt 
ng 
ay 
p- 
he 
ri- 
sI- 
ni- 

in 

so 


ve 
to 
all 


1es 


In 
\il- 
he 
ut 
an 


ld 
ng 
he 


ice 


nd 


1e5 
us 





115 


Mr. Wuirren. How many farmers do you have crying for it; and 
how many folks who are making money out of the farmers do you have 
erying for this service ? 

‘I received a lot of interest expressed in correspondence on crop 
and livestock estimates as chairman of the subcommittee. But I do 
not recall any farmer writing me to expand this work. However, there 
are lots of others who want you to tell them about these statistics so 
they can run the farmer’s business. 

Mr. NeweEuu. We get lots of them, Mr. Chairman. We get quite a 
few in Mr. Marshall's State, Illinois, and in Washington. 

The people in Washington State are writing us now and have been 
pressuring us a great deal for reports on small fruits in an area 
where they have no information now. 

Mr. Wuirren. I am not taking a position against this service. 
[have supported it during the years I have been here. 

Mr. NewEti Lappreciate that. 

Mr. Wuirren. I am trying to find out where it fits into the 
pattern. 

Mr. Newetzt. When I walk into a potato field and a man climbs 
off his tractor—— 

Mr. Wurrren. He would think you were running for something. 

Mr. Newer. He might, but when he asks me for his crop report, 
I begin to think that, perhaps, he does need it. Frankly, sometimes 
I wonder, but then I get letters from farmers and in a number of 
cases have met with farmers in agricultural areas where they turn out 
en masse to talk about crop reporting. We had a meeting at the 
Harrisburg farm show where about 300 farmers turned out to talk 
about crop reporting and crop reports. I think there is a tremendous 
interest on the part of farmers—after all we have over half a million 
who cooperate voluntarily—but it is true that some of the most 
articulate are people who are concerned with the business end of 
things such as producers, and soon. But this, again, I think is a vital 
service that we furnish in providing both sides of the equation with 
equal information: so I believe that it is a vital thing to the farmers. 

We know, as Mr. Trelogan mentioned yesterday, that with the 

integration that is taking place and the changing in the marketing 
pattern, that is one of the reasons I feel sure is cre: iting a greater 
and greater demand for more statistics and more information within 
States and across State lines as a basis for their operations. They 
say the market has ener) ad out from the central markets and, therefore, 
“were over here in a producing area” and they come immediately 
tous for information in regard to that producing area. There are 
foo many evidences of this sort of thing that we just cannot help 
feeling that there is a great need for improving, strengthening, and 
in providing more and more accurate data. 

The decisions that Mr. Trelogan mentioned and the Assistant Sec- 
retary mentioned, which have been made all along this line, start 
with the farmer and go all the way through the marketing process 
to the consumer, and it is essential that they have good information 
for this purpose. 

But, we need the information for a lot of other things, for the 
operation of so-called action programs, the soil bank and many 
others that have been-going on since the 1930's. Every time one of 
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these programs comes up, the first thing that happens is that we 
are pressed for additional information. 

I think this service is extremely important, because I see so many 
ways in which the data are used. In fact, they are necessary for the 
orderly production, marketing, and distribution of food and clothing, 
determination of research programs and measuring the results of suc ‘h 

research, administration of the so-called action programs, and provid- 
ing the basis for what we call business decisions that start with the 
farmer and go all the way through the marketing process to the con- 
sumer. Of course, these agric ultural statistics are extensively used 
in policy decisions and agricultural legislation. Yes, I feel that this 
program is of fundamental importance to the farmer, rancher, to the 
vast industry that is concerned with the manufacture, transport, and 
marketing of food and fiber, and ultimately to every citizen of these 
United States. In the complex and rapidly changing world in which 
we live, it is my opinion this country can ill afford anything but the 
best and most. modern crop and livestock estimating service. 

Mr. Chairman, marketing work and marketing research depends 
on this information for its basic data. You have to know how much 
you are dealing with, what you are dealing with, and where it is 
located to begin with. So, I say that we need this for the orderly and 
efficient distribution and production of our whole supply of food and 
fiber for this Nation. Of course, you need it, I believe, based upon the 
requests we get, in the Congress for guiding agricultural policies and 
agricultural legislation. 

That concludes my statement, Mr. Chairman. 


PROPOSED INCREASES FOR 1961 


IT would now like to turn to the increases, Mr. Chairman. I think 
we will make better time that way. 

An increase of $552,800 is requested for this activity for fiscal year 
1961. Of this amount, $502,400 is to put into effect certain initial 
stages of a long-range program for the improvement and strengthen- 
ing of the crop and livestock estimating service and, principally, in 
the 12 Southern States. 

The sum of $50,400 contained in this item is for the establishment 
of a State office in Alaska and strengthening the service in Hawaii. 

I would like to mention the Hawaiian and Alaskan situation first, 
if you do not mind. 

Mr. Wuirren. Well, we would be glad to have that, and certainly 
they are entitled to the same consideration as other States. But they 
have enjoyed territorial status also where they had interchange and all 
this and that. 

What has come about as the result of statehood which would make 
their case more important than what has gone on there before? 


PROPOSED INCREASE FOR ALASKA 


Mr. Newern. Mr. Chairman, this need is not new, for a number of 
years there has been a considerable pressure for agricultural estimates 
in Alaska. The need was pressing, in fact, and so much so that the 
agricultural experimental station attempted to collect some informa- 
tion on its own as a basis for guiding them in developing and carrying 
out their research program. 
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This was a basic need the experiment station had for facts to guide 
them in their program. The co-op people in Alaska, when I was there, 
discussed this program and what they needed, and they put it this 
way, “This is an absolute must.” At that time there was some talk 
of a shipping strike and the manager of the co-op said the telephone 
had been burning ever since there were rumors of a strike, people were 
trying to find out how much and where the food supplies—potatoes, 
sabbages, and root crops—were located in this territory at that time. 
There was a general agreement that they really needed agricultural 
estimates. 

The work that the experiment station started out with was turned 
over to the then commissioner of agriculture for the territory, and 
both of these agencies have been trying to put together something that 
would be me: mningful and would euide them in their agriculture ul work 
there. 

The thing we found out about this, Mr. Chairman, was that there 
had been varying personnel and emphasis devoted to the work over 
the years. Two ‘things were evident: First, the information was not 
on Bai same basis as other States and therefore you could not make 
good comparisons. And second, with the changing personnel we 
found some of the things they had developed were frequently not 
entirely comparable over ‘time and were therefore limited in value. 

This is the reason I think it is important to provide some guidance 
and direction to the program and the people there are entirely in 
favor of it. 

The change from territory to State status has accentuated the need 
for placing the service in the State of Alaska on a comparable basis 
with the other States. The State government has been reorganized 
and a division of agriculture has ‘been established under their de- 
partment of natural resources. 

When I was in Alaska I went into the capitol in Juneau and the 
Governor gave me more arguments as to why he needed more basic 
information on agriculture than I had thought up, because he thought 
with the development of the State and industry and everything else, 
they had to have some sound statistics on what the agriculture in the 
State was. That is another reason for providing the service. 

The amount we plan to put into the State would probably be about 
$20,000. The State is also contributing to this substantially. In fact, 
the $20,000 would supply a trained statistician, a clerk, and some aliow- 
ance for travel and other expenses. The State would provide office 
space and other expenses and additional clerical assistance as needed, 
and such additional travel as might be necessary. 

The production areas in Alaska, Mr. Chairman, are widely dis- 
tributed, as you know. 

Mr. Wurrren. Do you know what part of the agricultural produc- 
tion they need they can supply now, roughly ? 

Mr. Newexi. I do not know what portion they supply now. There 
is a tremendous defense area there, as you know. I do not know 
What part of this they supply. They are supplying a little more 
milk than they were, as I understand it. They are selling their pota- 
toes and other ¢ rops locally. But Dr. Mick says this area “has a poten- 
tial for producing a part of the food for about 2.5 million people. 
That is the potential. But it is true a great volume now is being 
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shipped in from the States. That is another reason for providing 
this information, Mr. Chairman, some of the States—Mr. Horan’s 
State, for instance is quite interested in what the situation is in Alaska, 
how much they have and what is the situation. So they have some 
competitive interest there. 





PROPOSED INCREASE FOR HAWAII 


Mr. Wuirren. You might proceed to Hawaii. 

Mr. Newewu. Prior to 1956, the situation in Hawaii was much the 
same as the situation in Alaska is at the present time. At that time 
we were granted a small appropriation of funds that permitted us to 
start on a cooperative program in the Territory. This amount allowed 
us to assign a trained statistician and to set up an office in cooperation 
with the university. There has not been a chance to do much more 
there except to organize the statistics, organize the work, and get it 
on a sound basis. There are a number of things that should be done 
and need to be done, particularly in improving the livestock produc- 
tion estimates. We have not been able to touch on the price situation 
or on anything in the farm labor area which are quite important fac- 
tors in that State. 

The plan here, if the increase is allowed, would be to work with the 
State to strengthen that office and to help expand their statistics. 
Probably one of the first things would be to secure adequate coverage 
of livestock and poultry and start a program in the field of prices 
received and prices paid by farmers, more adequate coverage of some 
of the crops that are increasing in importance, and undertaking some 
surveys on farm labor and wages. 

The State is providing most of the money for the program as it is 
now carried on, and they would continue to do so. Even with this 
amount that would be available, with this increase we would still not be 
contributing as much as half of the total cost of the operation in 
Hawaii. 

I would like to turn next to the larger items, if you are ready. 


DECREASE IN LEASING COSTS 


Mr. Wurrren. Who represents the budget office here? 

I notice a decrease of $45,200 in the appropriations for marketing 
research and services due to providing a direct appropriation to the 
General Services Administration. I would like from the Department 
a statement as to the total amounts of similar transfers, to the Gen- 
eral Services Administration. I would like a comparison then w ith 
what the cost has been for such office space Pe ior to GSA taking over. 
I would like to compare the costs since GSA has been providing 
for them with the costs prior to their taking it over for the whole De- 
partment. 

(The information may be found under the Office of the Secretary 
in pt. 3 of this hearing.) 


PROJECT INCREASE FOR IMPROVING ESTIMATES 


Mr. Newe.u. Now, I would like to turn to the item of $502,400 for 
expanding the work on enumerative surveys in 12 of the Southern 
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States and providing for expansion of objective plant measurements 
for strengthening and improving the crop forecasting techniques. 

As you know, the division started in 1953 on a program of research 
for the improvement and strengthening of the crop and livestock 
reporting service. This work has gone on continuously since that 
time and by 1956 we had progressed to the point where we felt we 
had arrived at a program that would be practical in current opera- 
tions and produce much-needed basic statistics on the changes in the 
number of farms, the total land in farms, total crops, estimates on 
acreage of major crops and livestock numbers, and obtain objective 
yield measurements of major crops during the growing season. 

An increase in funds in that year permitted us to expand the work 
on a regional basis in 11 Southern States and to undertake some 
experimental work in the North Central States, using the same type 
of approach which had been developed in the South. 

On the basis of this research and developmental work, we presented 
to this committee in February 1957 a broad program for the strength- 
ening and improvement of the crop and livestock reporting service na- 
tionally. We feel very strongly that the program presented at that 
time is sound in principle, and I believe firmly that sooner or later 
such a plan will have to be adopted if the crop and livestock report- 
ing service is to meet the ever-increasing demand for more compre- 
liensive and more accurate statistics and information on agriculture. 

Mr. Marsuaty. Could I interject at this point that I was reviewing 
the work on the 1958 appropriation bill and I cannot help but note 
that among the many accomplishments of the chairman of this com- 
mittee he did an outstanding piece of work, I think, in making it pos- 
sible for you to make better estimates in those 10 Southern States. 
That hearing was very informative to me and I think is a real tribute 
to the ¢ 2 uirman of this committee. 

Mr. Newein. I would certainly agree with you on that. 

The increase which we now request would be sufficient to permit us 
to put the first phase of this comprehensive plan into operation on 
a State basis in 10 or 12 of the Southern States where the work has 
progressed most—in other words, expand the work we started. Our 
plan would be to expand the area sample in these States to about 
4, 200 segments which would be completely enumerated each June, as 

1 basis for the all- important July 1 plantings report, and at the 
same time obtain a good inventory of livestock on farms. Such a 
sample would also provide for estimates of the number of farms and 
land in farms, together with much-needed information on farm labor 
and wages. These statistics on the number of farms; the number of 
farms keeping livestock, by species; total acres in farms; and crop- 
land are statistics that the present mail questionnaire technique 
cannot produce satisfactorily, particularly in a situation where the 
pattern of agricultural production is changing rapidly, and yet such 
statistics are badly needed in the analysis of agricultural produc- 
tion, the determination of agricultural policy, as “well as being basic 
benchmark statistics necessary to the overall improvement ‘of the 
current crop and livestock reporting service. 
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ESTIMATING CORN PRODUCTION IN SOUTHERN STATES 


Mr. Micuer. I notice one item will be estimating corn production 
in the Southern States. Where are we lacking in knowledge of what 
corn is being produced in the Southern States and what do we hope 
to ee by this? 

Mr. Neweiu. The problem is principally in regard to yield esti- 
mates. This is a problem in all corn States, as a matter of fact, 
We have a program whereby we select. sample farms and fields on 
the basis of this major sample which IT have just mentioned and 
make periodic measurements each month throughout the growing 
season, first of the number of plants in a given area, and later the 
count of ears and later the measure of ears. This has given us an 
objective basis for estimating and forecasting yield that we do not 
have at the present. time. 

This technique is pretty well borne out—in fact it is well borne 
out—by the research work we have been doing at Ames on yield 
estimating and forecasting. It is a matter really of improving our 
basis for forecasting and estimating yield and production. 

Mr. Micnuen. Countrywide ? 

Mr. Newey. The program here would be confined to the 10 South- 
ern States on the major surveys, but we are in hopes that we can 
include one crop, corn. in the North Central States. We have some 
experimental work going on there, but if we can we would like to 
expand that crop measurement in the North Central States. How- 
ever, it would not go into the acreage or other basic statistics for the 
North Central States. 

Mr. Micuen. Do you think this would tend to encourage the pro- 
duction i more corn in the Southern States? 

Mr. Newer. I do not know. The production of corn has been 
increasing down there, as you know. 

Mr. Micnen. I think we have sort of provoked it by some of the 
laws w e have on the books. 

Mr. Newer. I want to emphasize one thing, that the techniques we 
have now are not adequate to produce some of the basic statistics 
that we need, not only for appraising the agricultural situation but 
also for the guidance of you folks on this committee and the folks 
in the Department and others in the determination of agricultural 
policy. 

Mr. Micuex. One further question. Would this tend in any way 
to broaden the area and scope of what we would consider to be the 
commercial corn area? 

Mr. Neweww. I do not see why this in itself would influence that. 
It has been broadened some over time. 

Mr. Horan. Do vou handle the storage reports / 

Mr. Newert. We handle the storage on farms and country mills 
and elevators. 


EMPLOYMENT INVOLVED IN INCREASE FOR CROP AND LIVESTOCK ESTIMATES 


Mr. Micuer. How many additional employees are involved in this 
increase of $502,400 ? 

Mr. Hotmaas. It would provide for an increase of 74 or 
age annual employment. 
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Mr. Micuen. And the average salary would be what ? 

Mr. Horataas. This would include a number of enumerators on a 
part-time basis. The average salary, that is the average 01 man-year 
cost in the total crop and livestock project, is around $ $5,300 to $5 600. 
For the increase item, it averages around $4,300. However, that 
would not. apply to all these people because many are clerks or part- 
time or intermittent enumerators. 

Mr. Micnet. Is there any degree of experience or particular quali- 
fications these individuals must have? From what kind of reservoir 
do you draw them ? 

Mr. Neweii. The manpower in this project is primarily temporary 
or part-time enumerators. These are drawn from people in the coun- 
try. We have used some farmers, we have used some students, and 
other people who have to be intelligent enough and able to take the 

rather intensive training we give to all enumerators. 

Mr. Micnen. You currently have on the rolls the supervisors who 
would oversee this work ? 

Mr. Newreii. We have them in some places because we have had 
this program going since 1953 to some extent, but there would be some 
additional people added. In terms of bodies we estimate 12 to 15 
additional technical people would be hired for the southern area. But 
we have a skeleton organization set up ready to go and it is mostly a 
matter of expanding into a larger scale operation. So it does not 
involve a great. many additional technical personnel. There would 
be a couple men and clerks added in the central office. 

If I might just say one more thing about this survey, this June 
survey would be followed by a fall survey to get an end of the year 
livestock inventory and final production of crops. A very important 
part of this is the question you raised awhile ago about the objective 
measurements and their use in forecasting crops. This has been a 
very important feature of this work and there is probably nothing 
that creates more argument than the forecast during the growing sea- 
son, and we have felt we needed to do something to strengthen and 
improve this work. 

Incidentally, a good deal of this has been done in Tlinois in coop- 
eration with the State Department of Agriculture. It gives us a basis 
for some objective yield measurements as the crop is developing. In 
cotton, for example, we would go into the sample fields, measure 
off a given length of the row, count the number of plants, number of 
large bolls, small bolls, blooms, and squares in the sample row, and 
follow the development of that crop by similar measurements each 
month. The same is true of corn. In wheat we would use a small 
area and do the same thing. 


TOBACCO ESTIMATES 


Mr. Natcher, we have been doing some interesting work in forecast- 
ing and estimating the yield of tobacco, which I think has great possi- 
bilities. I know ‘something about growing tobacco and some of the 
problems there. Wehave also worked on soy beans. 

Mr. Natcuer. I certainly agree with you that your services are very 
beneficial to the tobacco growers gener aly, but T think you know that 
at this time we need a little more tob: acco research. 

Mr. Newetn. Yes, sir. I just wanted to mention that we are paying 
some attention to tobacco in this work we are doing, and the committee 
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knows, I think, we have been doing special work on a number of 
other crops such as oranges and grapefruit, and now we are using 
this technique on cling stone peaches. 

Mr. Wurrren. Mr. Marshall, did you have some questions ? 

Mr. Marsnauu. Yes, Mr. Chairman. 


PRODUCTION OF MEAT-TYPE HOGS 


Mr. Newell, as you know, this committee has been interested in 
developing a meat-type hog, and about 4 years ago we began taking 
even a more active interest in it. It is coming to the point where we 
are wondering if there are any results of our work along that line, and 
[ am wondering if you could supply for the record the percentage of 
hogs, 1, 2, and 3, that came on our principal livestock markets in 
December 1955 and December 1959: and I am wondering also if you 
could furnish the average spread in price for that same period. 
Could you do that ? 

Mr. Neweii. Mr. Marshall, we would have to go to Mr. Lennartson 
for that. 

Mr. Lennartrson. Whatever we have along that line we shall be 
glad tosupply for the record. 

(The information follows :) 

The following tables show the receipts of salable hogs and average prices at 
seven major hog markets for December 1955 and December 1959. Included are 
monthly average prices of mixed No. 1, 2, and 8 grades of 200 to 220 pound 
barrows and gilts for December 1959, based on the mean of the daily range of 
quotations, with comparable averages for December 1955. Monthly weighted 
average prices of all weights and grades of barrows and gilts for the two monthly 
periods are also shown. 


Hog receipts and prices December 1955 and December 1959 


All hogs Barrows and gilts 


Monthly average 
Salable receipts prices—200 to 220 | Average cost all 
Market pounds mixed No. weights 
1, 2, and 3 grades 


Decem- | Decem- | Decem- | Decem- | Decem- | Decem- 
ber 1955 | ber 1959 | ber 1955 | ber 1959 | ber 1955 ber 1959 








South St. Paul d 5 409, 292 301, 868 $11.15 $12. 03 $10. 24 | $11.70 
Chieago__ seu 355, 426 217, 628 11. 52 | 12. 42 | 10. 73 11. 87 
Omaha : : 322,098 | 280, 230 10.78 | 12.19 | 10. 46 11. $4 
St. Louis National Stockyards 86, 341 321, 249 11.81 | 12. 46 | 11. 28 11. 96 
Sioux City 85,686 | 247, 552 10. 80 12. 12 10. 35 | 11,70 
Indianapolis oy , 318 168, 022 11. 94 12. 52 11. 29 12. 30 
South St. Joseph______-_- 7,477 | 159, 303 11. 06 12. 02 10, 72 11. 84 
Monthly average prices, barrows and gilts, by weights, December 1955 

a tency stnenineeome = a ae ——_———— 
Market | 160-180 | 180-200 | 200-220 | 220-240 | 240-270 | 270-300 

pounds | pounds | pounds | pounds | pounds | pounds 

South St. Paul a “ $10. 56 $11.18 $11.15 $10.78 | $10.18 |-..-- - 
Chicago. 11. 08 11. 69 11. 52 11.17] 10.30 | $9. 81 
Omaha... 10.28 | 10.78 10. 78 10.78 | 10.10 | 9, 52 
St. Louis National Stockyards 7 11. 50 11. 85 11. 81 11. 50 | 10. 78 10. 08 
Sioux City : ‘ 10. 74 10. 80 | 10. 68 10. 14 | 9, 53 
Indianapolis . er 11.37 | 11.98] 11. 94 | 11. 66 10, 92 | 10. 18 


South St. Joseph. Z oS 11.06] 11.06] 10.72| 10.20] 9. 69 
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About the only specific data available as to the percentage of individual grades 
are based on studies made at South St. Paul in October 1957, and at South St, 
Joseph in 1958. 

In October 1957 representatives of the Standardization and Market News 
Branches of the Livestock Division, AMS, visited the South St. Paul hog yards 
for the purpose of observing methods of selling, sorting, combinations of grades 
at different prices, and price variations according to grade and weight. On the 
basis of this study, the percentage of each grade of hogs was computed as well as 
the proportion sold at different prices, and correlation of grade to price. 

More than 6,000 hogs were viewed as they were weighed and of these 22 per- 
cent graded No, 1, 51.6 percent No. 2, 26.2 percent No. 38, and 0.2 percent Medium, 
Prices on October 21 ranged from $17.00 to $18.25, and on October 22 from 
$16.75 to $18.00. However, more than 88 percent of all hogs sold during the 2 
days of the study sold within a price range of $17.00—-$17.25. The study indicated 
that while some Nos. 1 and 2 hogs sold above No. 3 lots, many Nos. 1 and 2 hogs 
were sold in mixed droves at no higher prices than paid for lots of predominantly 
No. 3 hogs. 

A similar study was made at South St. Joseph in February 1958, and out 

4.100 hogs checked, 19 percent were No. 1, 62 percent were No. 2, and 19 
percent No. 3. 

It is probable that the percentage of No. 1 hogs has increased somewhat during 

the past 2 years, and also that the percentage will vary somewhat seasonally. 


SEX COUNT ON HOGS MARKETED 


Mr. Marsuary. Some of the people have expressed quite a bit of 
concern to me over the possibility of there being an error in the esti- 
mates of the pig crop, and some have suggested that it might be well 
to make a sex count of the hogs coming into the market. 

Mr. Neweui. We have heard that request, Mr. Marshall, and we 
have heard the complaint and criticism of some of our forecasts. 

As to getting the sex count coming into the market, Mr. Lennartson 
would have to deal with that. We do not work in the markets. On 
the estimates, yes, we have heard criticism of this right along. We 
find that some aeaple are very skeptical about this 12-percent intended 
decrease in the spring crop. They were skeptical about the 4 percent 
we indicated in September, but it turned out when we took the whole 
area in December it was 12 percent. 

Of course, one of the purposes of this intentions report is to give 
the farmer an opportunity to adjust. I would not be so brash as to 
make a statement of how they are going to adjust, but in general these 
reports have been very good in pointing the direction. 

Mr. Marsuauu. Before we leave this sex count, in your estimation 
would that be of value to you in your work to be able to check that 
against your estimate / 

“Mr. Newey. We would be more interested, in our work, in the total 
marketings of hogs as check information on the total estimate. 


LONG-RANGE 





IMPROVEMENT PROGRAM 


Mr. Marsuatu. In your justifications and also in the Secretary's 
statement, he mentioned you were using most of the increased esti- 
mates in completing mys nies in these 10 Southern States. I wonder 
what you plan to do in improving the estimates in the West and 
Midwest / 

Mr. Neweu. Our plan is to do the same thing there as stated in 
the broad program presented to the committee as rapidly as we have 
the necessary funds and personnel to do it. 
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Mr. Marswati. What you are doing, you are spreading your in- 
crease pretty thin. If you were to use the increases in building up 
sample work, if you were to use that same kind of system—and it 
has proven good—why not expand it to the rest of the country ? 

Mr. NEWELL. That is what is called for in the long-range program, 
and that is the kind of job we feel we are coming to sooner or later. 

Mr. Marsiats. I know I have talked to a number of people and 
they are concerned because they believe in these estimates and they 
believe if these estimates are going to be beneficial they ought to be 
as accurate as we can make them. A good deal depends on the ac- 
curacy of those estimates. If they are in error it would be a costly 
thing. 

What would it cost to bring your estimating up to the highest degree 
of efficiency and accuracy compared to what you have done in the 
South ¢ 

Mr. Newetit. The program we are starting in the South is not the 
whole program. But if you have reference to the overall program, 
[ would say this whole program will cost around $5 million, and that 
would include the two majer surveys, the objective yield, farm prices, 
and the other features which were included in the report in 1957. 

Mr. Marswaui. When you say $5 million you do not mean that 
amount in 1 year ‘ 

Mr. Neweit. No, sir. We had not thought of that in terms of a 
single year’s increase, but in the discussion we had on the long-range 
program we thought it would take several years to reach that goal. 

Mr. Marsnaty. What did you request of the Department this year! 
You have had this under consideration for some time. What did you 
request of the Department ¢ 

Mr. Dasuwner. $2,202,400, including the health benefit costs. 

Mr. Marswauti. What did the Department give you? 

Mr. DasHner. $502,400. 

Mr. Marsuauyu. In other words, the Department itself cut this re- 
quest down before submitting it to the Bureau of the Budget ? 

Mr. Dasuner. Yes. The agency request was scaled down from 
that figure. 

Mr. Marswati. What was the reason for their scaling it down? 

Mr. Dasuner. The Department reviewed agency estimates under 
some general budgetary requirements and, as Mr. Newell has indicated 
earlier, the AMS estimate was an initial step in a long-range program. 
After review by the Budget Committee of the Department, the de- 
cision was made to reduce the estimate to a lower figure. It essentially 
meant extending the period out beyond what the agency had in mind. 

Mr. Wetis. If I may speak to this, Mr. Chairman, we have for a 
number of years been concerned about the accuracy of our crop ant 
livestock estimating service. We have for many years received re- 
quests from various commodity groups wanting either different esti- 
mates or better estimates for different commodities, and one such re- 
quest has had to do with the pig crop. I think it is Mr. Newell’s con- 
Viction that we have reached a place where we have to make a choice, 
we have to content ourselves with using such data as we can get from 
voluntary mail inquiries and from secondary sources or we have to 
=" the ground and introduce a really objective type of estimating 
wor 
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It has been our judgment since our experience with cotton in 1951 
that we have to supplement what we are now doing with objective 
samples of the same segments of farmland season after season, year 
after year. 

With the funds that this committee allowed us, we started objec- 
tive sampling work in the South on a small, experimental scale some 
time ago. 

Our choice this year was whether to ask for funds for new or addi- 
tional reports on various commodities using the old methods, or to 
use what additional funds we were allowed to ask for to start strength- 
ening the bases for our current estimates. 

We have presented to this committee, at the request of the chair- 
man, a long-term plan for the improvement of agricultural statis- 
tics. We did suggest to the Department that to do the full first 
phase of the kind of job we think ought to be done over the years 
in the main commercial agricultural areas would cost a minimum of 
$2.2 million. I think I am correct in saying that in sending this to 
the Budget Bureau the Department recommendation was approxi- 
mately $500,000 with a notation that if an additional ceiling were 
available the Department would be willing to recommend an addi- 
tional $700,000 or as a h as $1,200,000 to undertake what we could 
handle the first year. do not think we can handle the full expan- 
sion called for in the ‘bes time plan in any 1 or 2 years. With the 
$500,000 we feel it is best. to put about two-thirds in enumerating 
crop acreages and livestock numbers in 10 or 12 Southern States, and 
one-third in yield measurement. This definitely is a step toward ob- 
jective yield measurement in both the South and in the case of corn, 
the Corn Belt, as compared to subjective measurement in the past. It 
is my judgment we will not do the kind of thing you people want 
unless we introduce a program of basic improvement rather than 
following a piecemeal kind of development whereby each year a few 
thousand dollars are added to get more figures for this commodity or 
that commodity using the old methods as best we know how. 

Mr. Marswauu. Mr, Wells, my reply to what you have said is that 
in order to get the Department to recognize the need for accurate esti- 
mates we probably will have to have a bust in the estimate. Is that 
not about what you said / 

Mr. Wetis. No, sir; I hope not. But I do agree with you that our 
livestock estimates are very important. 

I think we should try on a working basis to start on objective 
enumerative sampling procedures, with a basic survey in June. The 
reason for picking June is that we do not change our first acreage 
estimates until December, and if we get the July 1 estimate wrong we 
are off. We think in the long run this is a more economical method. 
I do not think it is the kind of thing we can introduce over the whole 
United States in a single year. I think it is better to take it in steps. 

Mr. Marsuaur. You have recognized the value of the work you have 
done in the 10 Southern States. You have recognized the value of 
having accurate estimates. But yet you do not seem willing to recog- 
nize the necessity of taking a step forward in improving these esti- 
mates in what we might call the Breadbasket of the U nited States. I 
think you have done a good job with the funds you have had, but you 
have made busts in some of your estimates. 
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Mr. Wetts. That is agreed. 

Mr. MarsHauu. Not as much as in the case of cotton, but it has been 
very embarrassing. 

Mr. Wetts. That is agreed; and our contention is we are better able 
to start this in the Southern States than in the North Central States. 
The simplest area would be the Great Plains States, but I would think 
the second major step ought to be in the main Corn Belt. 

Mr. Newetu. As a matter of fact, to go in the North Central States 
would take more money than this allowance. This allowance is 
enough to start in the southern areas. 

Mr. Wetts. And provide a major step. 

Mr. Marsuauu. I think I recognize the need of something being 
done, but there is no use in going into the thing on a piecemeal opera- 
tion. You mentioned $5 million. How much could you use this year 
to get a start ? 

Mr. Miuzer. We feel this is a reasonable amount to approach the 
problem. Obviously, we have our objectives over a longer period of 
time that would require a greater amount than is in this budget. I 
think almost all the agencies would like to do a better job and, given 
all the funds they could use, they probably could make more progress; 
but it is a question of a reasonable amount of money that could be 
allocated to do a reasonable job and not attempt to do it all in 1 year. 

Mr. MarsHau. That is all very well and good, but what can you 
= use wisely this year ? 

Mr. Miter. I think the amount here is a reasonable amount. 

Mr. MarsHaty. What was that amount, again ? 

Mr. Mirier. $502,400. 

Mr. Newetu. The Secretary has told the Bureau of the Budget that 
$1,200,000 could be used effectively, but, as Mr. Miller has stated, under 
the budget limits $502,400 was set up. 

Mr. Marsuatu. It seems to me whether we make any steps forward 
or not we ought to have some idea as to how much it would cost each 
year to complete this work. When you were thinking about your $5 
million program did you think about how much should be done each 
year in order to accomplish it ? 

Mr. Newer. As I said a moment ago, we started out with about 
$2.2 million. Our program would be something like this: About $2 to 
$2.5 million the first year, an additional $1.5 million or so the next 
year, and up to the $5 million as a 3-year program. 

Mr. Wells is right that we would have difficulty using all of it in 
1 year, but you must remember we have been working about 6 years on 
this program. We have a pilot plant set up in 24 States, 

Mr. Marsuatit. How many years have you worked in the Depart- 
ment, Mr. Newell ? 

Mr. Newett. I came into the Department 34 years ago. 

Mr. Marsuaty. Then you are experienced in working with this 
Department, and, having worked with it as long as you have, do you 
think this program is something that would improve the Department ? 

Mr. Newet. Mr. Marshall, I am convinced that it would. I am 
convinced that it is something we are going to have to come to sooner 
or later. I think it would be a great asset to the Department as a 
whole because, as I have said, these basic statistics are fundamental to 
so much work that is done in the Department. The machinery that 
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would be established under the program we have presented to the 
committee would be a flexible one that would enable us to serve in 
many ways. For example, there was a very urgent need for a special 
survey on storage facilities. Your State, Minnesota, was one of them. 
By utilizing the small nucleus that we had in the principal States, I 
am convinced we did a faster and better job, and much more economi- 
cally, than we could have done had we not had that facility to use. 
There are so many ways in which this thing can be used other 
than providing the immediate service-type statistics of agriculture, 
Mr. Marsnaryi. Obviously, it was your feeling when you submitted 
the request to the Department that you could use as much as $22 
nillion or you would not have asked for it. Is that right? 
Mr. Newexy. That was our original recommendation; yes, sir. 
Mr. MarsHau. I believe that is all, Mr. Chairman. 
Mr. Wurrren. Are there any further questions on this item? 
Io you have further increases ? 
Mr. Wetts. There are a series of increases for marketing services, 
Mr. Micner, As I understand, $502,400 and 10 or 12 Southern 
States is a starter, and from there you go to the North Central States 
and then to the Great Plains for an overall fund of $5 million ? 
Mr. Newetxu. Something like that. 
Mr. Micuer. Do you think you can show, after the expenditure 





of $5 million, that the estimates and crop production figures will be | 


more in line after the expiration of your program ? 

Mr. Newewi. We think so or we certainly would not make this 
request. 

Mr. Micuen. Can you say more than you just think so? Is there 
any re: i degree of assurance ? 

Mr. Newent. Yes. We feel with some of the work we have done 
so far we are getting a better measure of yield per acre. We are get- 
ting some very good indications on the changes in number of farms. 
And I would like to emphasize that this is extremely important as an 
estimating technique. 

Mr. Micue.. What moved you to pick the 10 or 12 Southern States 
as the first segment? Is it the most troublesome area ? 

Mr. Newewu. We started in there after the investigation made in 
1952 of the cotton estimate. We had a small amount of money— 
I think we started out with $100,000. We could not spread that 
amount very far and we needed statistics in this area where conditions 
were changing and where we have a very great need for additional 
statistics in some of these crops. 

Mr. Micnuer. You say there is more of a change in this area than 
in other areas ? 

Mr. NEwELL. I think in some respects there have been more changes, 
but it is true in all areas as a matter of fact. There are changes in 
your own area that we need to follow. 

Mr. Micuet. I am just wondering what was the real basis for select 
ing one area over another as your area of priority if you cannot doit 
all at once. 

Mr. Newey. We started there, as I said, because of the pressing 
situation. We had a small amount and we did not want to spread it 
so thin that we could not get anything. The evolution has been that 
way. 
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Mr. Micuet. Can you show for the record, by any chance, from in- 
creases in the amounts the committee has given you over the years 
for this sampling, a diminishing of the difference between your esti- 
mates and the actual production ¢ 

Mr. Newetu. That would be a little difficult to pin down, because 
the sampling has been on a very small basis. We have dealt very 
largely with methodology, timing, and some of the research that goes 
into this kind of service work. We could give you some of the re- 
sults of what we have gotten to date. 

Mr. Micuet. I would be interested in what you might be able to 
supply for the record. 

(The information requested follows :) 


Improvements in official forecasts of production resulting from objective field 
measurements of crop development are difficult to evaluate. This is true be- 
cause the pilot objective measurement sample is still too small to use in arriving 
at State forecasts and even has limitations when considered by groups of States 
or on a regional basis. Nevertheless, since 1956 the results of the pilot surveys 
have been used by the Board in interpreting the subjective information collected 
through the voluntary crop reporters. In other words, the Board has used the 
objective measurement information as one factor in arriving at the monthly 
forecasts. 

Since cotton is the one crop on which there is an absolute check in the form 
of a definite count of number of bales ginned, it is possible to make a mean- 
ingful comparison between the forecast and the final production. The record 
of the August 1 forecast for the past 8 years with the percent of deviation from 
the final bales ginned, is as follows: 


Percent | Percent 
ON isc dies <2 i ew anh ae ee Me Er CN a cnsiepe stl witty es ice oeemanenateiadace 1.8 
EES IO A> 55 BI an eee 8.5 
TR | eh nina bb ites a Gicimeceh ea ae eee 6 
TRIN anc hn st inn ts a i sa GU eI le 8 


It is evident from the foregoing that the Board’s performance for the 4 years, 
1956-59, has been definitely better than for the preceding 4 years from 1952 to 
195. It was in 1956 when the new methods had been adequately developed that 
the sample was expanded sufficiently to be considered as an additional indica- 
tion on a regional basis. We cannot claim that the objective measurements on 
the small regional sample was the only factor responsible for the better per- 
formance in the recent years. It is a fact, however, that the forecasts by the 
Board were made in the light of objective counts of plants, bolls, blooms, and 
squares and were definitely helpful in interpreting the prospective production. 
In 1957, the year of the greatest deviation in the last four, both the Board's 
estimate and the objective measurement figures were off more than in any of 
the other years 1956-59. While objective surveys are helpful every year, they 
are particularly valuable in seasons of unusual or difficult forecasting situations. 

We wish to make it very clear that we see no possibility of devising a method 
or system of forecasting that will eliminate all the variation between the fore- 
cast and the yield of production realized at harvest. Weather, insects, and 
disease over a period of time change crop prospects, and we know that there 
will be seasons when the forecast as of the first of any month will deviate mate. 
rially from the final harvest. For example, adverse weather during the fal 
of 1957 caused heavy losses of cotton in the field. We are convinced, however, 
that with the buildup of @ series of definite measurements of crop development, 
the true prospects at any given time can be determined more precisely and there 
fore made more meaningful and useful. 


STATE COOPERATION 
Mr. Micuen., What are the States going to pay for any of this 


survey work? Are any matching funds involved here, any participa- 
tion by the States at all? 
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Mr. Newe tu. No, sir. Not directly on this project. But I would) | 
say that the States as a whole are contributing to the crop and live}, 
stock reporting work in a rather substantial amount. | 

Mr. Micuet. Is this the State agriculture departments? Do you 
work at all through or with the land-grant colleges ? 

Mr. Newe.x. We work with both, but most of our cooperative work 
is with the State departments of agriculture. Your State department! 
in Illinois has one of the largest cooperative programs in the cou- 
try. We have cooperation with about 42 States. They are presently} ; 
spending well over a million and a half dollars each year. But this} | 
money is provided to get additional statistics which the State feelsit) ; 
needs for its own use. Our responsibility runs to providing sound! , 
State and national estimates. This has been a cooperative endeavor! , 
which has been going on for 40-odd years. We work wherever we can} , 
in cooperation with the States. In some States we work with the col-| 
lege. We are working with the college at Purdue, Maryland, Oregon, | 
and a number of others. As I mentioned before the college in Hawaii! 
is providing most of the funds for the program in that State. Gen. 
erally speaking, it is with the State department of agriculture. That) ,; 
is still the pattern for this group. t 

Mr. Micuen. That is all, Mr. Chairman. Bc 


MARKETING SERVICES 


( 
oe 
Mr. Wnuitren. We thank you for your statement, and we might” , 
turn to the next items, which come under Mr. Lennartson, I believe! 
You may proceed, Mr. Lennartson. . 


GRAIN STANDARDS ACT 


Mr. Lennartson. We have three items under “Marketing service’ 
for which we are asking increases. 

The first is an $85,800 increase under the Grain Standards Act. The | 
purpose of this increase is essentially to add an additional 12 Federal 
supervisors to our supervisory system. The very heart of the Grai 
Inspection Service lies in a system of Federal supervision with Fed: 
eral employees over a large group of some 675 to 700 licensees wh 
i employees of other agencies or who have their own inspectio P 

rms. | 

We have not been happy with the degree of supervision we have 7 
been able to provide these people. At one time we were in positia t 
where we could supervise more than 10 percent of the actual inspe 
tions which they were performing. We are now down to something 
less than 6 percent supervision on the type of inspection which they 
are performing. This, in our mind, is not good, and we are not satis} ‘I 
fied with it. : 

Mr. Wurrren. Mr. Lennartson, let us say this committee prevailed} J' 
upon the Congress to enter into a program which would scale dow 
the production of grain by anywhere from one-sixth to a third, woull 
your problem be greatly relieved ? ‘ a 

Mr. Lennartson. There is no question but that it would havea] 
impact on our problem. The problem we are faced with right nov} ™ 
is the fact that production of grains has been stepped up from abot 
6 billion bushels in 1955 to something over 8% billion bushels now; P! 
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That automatically makes greater distribution. It automatically re- 
quires more and more numbers of inspections and requires additional 
supervision. Our problem varies with the grain crops. 

Mr. Wuirren. Your problem here and your need for additional 
funds is due to volume ? 

Mr. Lennartson. That is correct. It will be many years, in view 
of the storage holdings, before this work will diminish, however. 

We are particularly concerned with two areas right now. One 
is this matter of a proper job of supervising the export cargoes, re- 
gardless of where they are shipped from. There have been, as you 
well know and as the congressional committee has found, substantial 
complaints on the type of grain which is being exported from this 
country. We would be the last to agree that all of these complaints 
can be traced to the Inspection Service. There is a variety of cir- 
cumstances surrounding export sales which account for these com- 

laints. However, what we want to do is a more effective job on the 
inspection work which we perform on exports. 

The other area relates to the rather vast shift in export ship- 
ments or domestic movements of grain as a result of the opening of 
the St. Lawrence Seaway. This will create some problems in staffing 
of ports along the Great Lakes under the Grain Standards Act. 

I might mention for the record that we are inspecting grain at 
Canadian ports, inspecting American grain which is moving out of 
Canadian ports on the seaway. We are doing that with full Fed- 
eral employees, but are doing it on a fee basis under the Agricultural 
Marketing Act. This grain does not come under the Grain Standards 
Act. 

Mr. Wuirren. I have heard some associated with the grain trade 
say many of our exporters are mixing whatever it takes to pull the 
quality of the overall shipment down to as low a standard as would 
pass muster. 

Mr. Lennartson. This has been a common practice through the 
years, 

Mr. Wuirren. Is there anything in the law that you have to pass 
judgment on it before it is exported, or is that entirely up to the 
exporter ? 

Mr. Lennartson. The grain is presented to us at the time it goes 
on the boat, for inspection purposes. There is no law against 
blending. It has been a common practice throughout the history of 
the grain trade. 

Mr. Wuirren. You do grade it ? 

Mr. Lennartson. We do inspect it and grade it. 

Mr. Wuirren. Is there anything in our law which requires in- 

spection on the other end for the level of grading? Or is that a 
matter between the shipper and the recipient as to whether he demands 
your grade and class ? 
. Mr. Lennarrson. The law requires that the grain moving between 
Inspection points, if it is sold by grade, must be sold on the Federal 
grade and it must be inspected. The choice of where the shipper 
wants it inspected is his, and normally on export cargoes it is inspected 
at the time it goes into the boat. 

Mr. Wnirren. This grain business, then, does have that degree of 
protection as against cotton. You have no such requirement with 
regard to cotton. 
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Mr. Lennartson. It is not a legal requirement that they have it 
inspected as it goes into the boat. 

Mr. Wuirren. In other words, if they sell it on a catch-as-catch-can 
or you-sample-it-yourself basis, they do not necessarily have to have 
you inspect it. 

Mr. Lennartson. No. If they sell on the basis of grade, it. must 
be a Federal grade and it must be inspected. 

Mr. Miter. At port of export. We have nothing to do with what 
it gets across the water. 

Mr. Wuirren. In cotton, the normal trade does not sell by your 
grades ? 

Mr. Lennarrson. That is right. They may sell by grades. 

Mr. Wuirren. But they do not attempt to offer your grade? 

Mr. Lennartson. That is right, sir. 

Mr. Wuirren. You may pr oceed. 

Mr. Micuex. How about our sales under Public Law 480? 

Mr. Lennartson. The regulations under those require that all the 
grain be federally graded and be sold and inspected. That is a 
requirement. 

FEDERAL SEED ACT 


If there are no further questions on the grain standards, I would 
like to move to the Federal Seed Act. Under the Federal Seed Act 
we are requesting an increase of $50,450 for a twofold purpose. Some 
of this money would be used to effectuate an amendment to the law 
which was passed 2 or 3 years ago, August 1, 1958, which requires 
that all treated seeds sold to American farmers in this country must 
be sold labeled as to what it was treated with, and for what, what it 

was supposed to do. 

We have developed regulations to effectuate that law, but we have 
not been able to obtain any funds to effectuate its compliance. A por- 
tion of these funds would be used for that for the first time. We 
think it highly essential, particularly in this day and age when so 
much consideration is given to the matter of chemicals, insecticides, 
pesticides, and so forth. 

The remainder of these funds—the great bulk of it, verv frankly— 
was intended for needed strengthening of our staff at the laboratory at 
Minneapolis, Minn., which is responsible for testing all imports of seed 
through the ports of entry in that vast territory extending from Idaho 
to the New York State line. Since the budget figure and the budget 
were made up, we have run into a very serious problem with respect to 
imported seeds through the New York terminal market, in which we 
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are required to test all imported seeds. We do that in our Brunswick 
Laboratory in New Jersey. The problem of the workload there has 
become so acute that we now find it will probably be necessary to split 
any increase we may obtain between Minneapolis and New Brunswick. 

We are getting increasing complaints on the time element required 
to clear the seeds at both of these seed testing laboratories. This 
money would be used primarily for strengthening the staff at those 
two places. 

PACKERS AND STOCKYARDS ACT 


Finally, the largest increase is $216,450 for the Packers and Stock- 
yards Act. This represents a third increment in a 3-year program 
which we have had before your committee. With the increased funds 
which this committee and the Congress allowed in the past 2 years, we 
have made excellent progress in meeting the requirements of the rather 
substantial and important amendment to the Packers and Stockyards 
Act. 

At the time the amendment was voted, we had some 600 yards posted 
under this act. Today we have something like 2,200, or will have by 
the end of this fiscal year. The amendment to the act not only re- 
quired that we post all yards which were dealing in interstate com- 
merce in livestock, but that we also regulate all country buying and 
trading—that we register all buyers and packers and traders in the 
country who were engaging in purchasing and sale of livestock. 

By the time we have completed the posting and registration job, we 
will probably have something like 2.500 yards posted and 
registered under the act, fully bonded, and so forth. There 
will be approximately 25,000 livestock dealers who will be licensed and 
subject to the regulations, financial requirements, bonding require- 
ments, and so forth. 

While we will likely complete this matter of posting and the matter 
of registration in fiscal ye ar 1961, what we have done, as I explained 
to the committee last year, is to set up something of an automatic sys- 
tem of complaint procedures whereby, with practically all of the live- 
stock industry spar registration and operating under specific regula- 
tions and rules of the ‘Department, we are naturally anticipating a 
substantial increase in the number of complaints with respect to fair 
trade practices and things of that nature. 
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we have. 


in deference to the time. 


Scnoot Luncu Program 


Program and financing 





In fact, 


What I want to make clear here is that the need for appropriation 
is not going to decrease from here on. It will be necessary to shift 
the staff from the posting and registration and procedure develop. 
ment phase to the actual job of supervising, of further investigating 
and preferring formal charges, and things of that nature. 

We have had a tremendous interest developed in this act as a result | 
of amendments. We have had excellent cooperation from the major 
livestock associations, State agencies, producers, dealers, and others, 
There is a good deal of pressure on the Department in terms of their 
interest in getting the law fully implemented. 1 
groups have been quite impatient that we have not moved faster than 
We have moved as fast as we possibly could in keeping 
with our ability to obtain excellently qualified people. In this field | 
qualified people are extremely essential because we are dealing with 
trade practices, market behavior, and complex things of that nature, 

That completes my comments, Mr. Chairman. They have been brief 


industry 


Mr. Wurrren. Are there any further questions? If not, we thank 
you, Mr. Lennartson. We are familiar with the operation generally, 
so I think the primary interest is in the amount of the request. 









Program by activities: 
1. Food assistance: 
(a) Cash payments to States_- 
(b) Commodity procurement 
2. Operating expense 


Total program costs ! ‘ en 
3. Relation of costs to obligations: Obligations incurred 
for costs of other years, net__- 





Total program (obligations) 
Financing: 
Unobligated balance no longer available 








New obligational authority _ -- 








New obligational authority: 
Appropriation _ -----.- 
Transferred from “‘R 





Appropriation (adjusted): 
Current 
PN Scie has rua ue ickakabeeawanunacd ac 








| 1959 actual 


1960 estimate 








1961 estimate 






































1 Includes capital outlay as follows: June 39, 1959, $16,724; 1959, $10,659; 1951, $10,699. 





$93, 774, 611 | $93, 600, 000 $93, 600, 000 
49, 062, 538 58, 397, 248 54, 740, 000 
1, 508, 625 1, 660, 000 1, 660, 000 
144, 345, 77 153, 657, 248 150, 000, 00 
TNE fF. -fi asad 
144,425,010 | 153, 657, 248 150, 000, 00 
Pe OOe tenon Deo deen ogee 
145,000,000 | 153, 657, 248 150, 000, 00 
~ = = | 223— = SS 
110, 000,000 | 110, 000, 000 110, 000, 000 
35, 000, 000 43, 657, 248 40, 000, 000 
110, 000,000 | 110, 000, 000 110, 000, 000 
35, 000, 000 43, 657, 248 40, 000, 000 
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estimate 


10, 000, 000 
10, 000, 000 


L0, 000, 000 
10, 000, 000 
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Object classification 
























































| 
1959 actual | 1960 estimate | 1961 estimate 

ami cas La ee | 

AGRICULTURAL MARKETING SERVICE | 

| | 
Total number of permanent positions._....................--- 163 | 175 175 
Full-time equivalent of all other positions............... St a : 1 1 
Average number of all employees -.-.-...........-.-.---------- 146 167 167 
Number of employees at end of year. ..........-.......--.---- 123 161 | 161 
———s | me 
Belen. GG BrOGe BI PAIGE a os nn oo tdirenth sanbsshenenenwa«ts $5, 732 | 7.3 $5,753 | 7.% $5, 748 
Average salary of ungraded positions $4, 260 $4, 367 $4, 392 
01 Personal services: se rine ty , os 
PONIES DORUNS...... 5. sscnicencndde deswebaccudyace $951, 426 $1, 090, 700 $1, 090, 700 
Positions other than permanent...-__............-.-.--.- 1, 127 2, 900 2, 900 
Other personal services _ -.......-.-.-.----.--.---.-.-- 7, 923 | 12, 600 9, 400 
Total personal services..............-.-.--..-------- 960, 476 1, 106, 200 | 1, 103, 000 
| ee: eee ee 113, 396 127, 800 125, 000 
eS ee eee 1, 446 1, 600 1, 500 
OF SION, BEET civccintntcdunnscaresnpercesuescnce 39, 701 26, 100 26, 000 
Go: MUGUNOS GUNG THRE BOT TO iii ct cc ccn sc nscacneccsgavee 14, 394 22, 200 22, 000 
Oe eee ee 14, 955 24, 600 18, 000 
OP Gar GUNNER NEAIAE GOT TIIII oo since cnc dcsccnt.l..,.... 14, 343 15, 000 25, 500 
Services performed by other agencies _-_.-.._-.......-- 43, 274 37, 400 37, 400 
og Pe ee ee? eee eee 11, 821 9, 100 10, 000 
Grants of commodities to States _-_.............- savdWabecaseae i 58, 397, 248 54, 740, 000 
Noha, nctcicnaahecbppebbacitoemadeetnewawsaten 9, 384 8, 400 9, 000 
11 Grants, subsidies, and contributions-.-__...........--- : 57, 450 65, 100 66, 000 
Ne I oe an Pose ceca dickismasedetedadbsucices 93, 853, 219 93, 600, 000 93, 600, 000 
13 Refunds, awards, and indemnities__.......-......--....-- 760 600 600 
55 Demon en wes on 8 oe iss senses... 873 900 1, 000 
Total, Agricultural Marketing Service..................] 95,135,492 | 153, 442, 248 149, 785, 000 
ALLOCATION TO COMMODITY STABILIZATION SERVICE or 
Total number of permanent positions_-..................-.--..- 40 45 45 
Average number of ali employees___---.---- niin enammiian 33 40 40 
Number of employees at end of year__............-.--------.-- 14 15 15 
MIE CS BIROR GE SIRI cicccusiene dicen, 6.1 $5,338 | 6.0 $5,344 | 6.0 “$5, 353 
01 Personal services: i‘ ot: 
Irn I al a a $173, 810 $177, 025 $178, 800 
CGE? PONUONIAE ME VEEN Dan oi nck ese Hie ccdeciesacd 668 1,475 1, 200 
"LOtG) RORSONE! SEF VIDE... gn ncnne renttsbon~6ye$hinesnesies 174, 478 178, 500 180, 000 
OP IO soto eter cine caoesatas cds sateone aban tecckaineti 732 750 1, 000 
> ‘Trahepertation Of Cine. 2. sl A. cc ccadks 2, 927 3, 100 2, 000 
04 Communication services..-..-.......------.-----------<.- 5, 485 5, 600 4, 600 
1S OOS GIG TIGTICY SOC VIO 5. eonnnatreanéobp <nephaversoase 9, 045 9, 200 7,600 
ey e eelier Wee VETOCIIIENN So dn eo ce cewn pen 1, 082 1, 200 1, 500 
07 Other contractual services. _................-.---..-2--..e 1,777 2, 000 3, 500 
Gees Od ICBO 55 io inne ~ pe = ch bei en dn raves - 2, 104 2, 400 2, 500 
Grants of commodities to States -_......--..----------- TN i ierbcnitthiind cae iiss 
Oy NOIR oa ce era oe Sacdcdewansenccentans 573 710 300 
ll Grants, subsidies, and contributions. _...................- 10, 798 11, 050 11, 500 
13 Refunds, awards, and indemnities._...............-...--- 338 350 400 
on EER ea eee 133 140 100 
Total, Commodity Stabilization Service..............-- 49, 289, 518 215, 000 215, 000 
UNA ieee ns is 144, 425,010 | 153, 657,248 | 150, 000, 000 


-_--——————————— 








SUMMARY JUSTIFICATION DATA 


Mr. Wuirren. We shall take up now the school lunch program, 
Please insert page 401 in the record at this point. 
(The page follows:) 
School lunch program 


Aenea Gn Ot. SOG ccc tanaticmawatucd bleh ceebunnn $110, 000, 000 
I ER: a oa gpg derpos ratecsemeeaiend nacional 110, 000, 000 


Nore.—In addiiton, the 1960 act provided that $43,657,248 be transferred from see, 
82 funds for purchases of agricultural commodities for distribution to schools. The 1961 
budget proposes a transfer of $40,000,000 for the same purposes. 


Proje ct statement 


{Includes direct appropriation and transfer of sec. 32 funds] 








Project 1959 1960 Increase or 1961 
(estimated) decrease (estimated) 
ae | | Bie. 
1. Food assistance: f | 
(a) Cash payments to States__..........| $93, 853, 219 SOR, BOO, OD toca ick cddveck $93, 600, 000 
(6) Commodity procurement_--- nae 49, O80, 046 58, 397,248 | —$3, 657,248 | 54,740,000 
TG ee 1, 491, 745 | 1, G00, O00 |. Génnssetacus | 1, 660, 000 
Total employee health benefit cost (Public | | | 
NOR REN) uct eS ee ee ae ee aoa Lee oes Se | [412, 100} | (12, 100} 
ee Sasiadaksuel seeduatll inp te sicon connie earth igeciales 
NR ets ie eee ess acne 144,425,010 | 153,657,248 | —3, 657,248 150, 000, 000 
MmODLeRIed TEIONOS .. ....-- 0ck ncn ccn ce 678, 900 1 reso lied Sees bree tee) \ ic pee ee 
| a sl cll sateiteinte Reiicascimnianel rT 
| } 
Total available or estimate_..-........--- | 145,000, 000 | 153,657,248 | —3,657,248 | 150,000,000 
Transferred from ‘‘Removal of surplus agricul- | | } 
MERA COSIIDOGIINI as. on Scrrcniwcecncascecs~ nee | —35, 000,000 | —43, 657,248 | +3, 657,248 | —40, 000,000 
etiebiiaeaicctins illiagipaeomtaes | eens cieneeta nc pedis 
Total appropriation or estimate__......... | 110, 000,000 | 110, 000, 000 cee cae eis --| 110,000,000 


1 Represents obligations. Applied costs of 1959 are $144,345,744, a difference of $79,236 which refiects, 
primarily, return of prior year cash payments to States. 


EXPLANATION 


The 1961 estimates provide for an appropriation of $110 million, the same 
amount as provided in the 1960 fiscal year, and the continuation of the transfer 
from section 32 funds. This transfer of $40 million proposed for 1961 will enable 
the Department to furnish commodities under section 6 of the National School 
Lunch Act in addition to those made available under the direct appropriation. 

Overall, with the funds budgeted under this appropriation item and the $84 
million authorized for the special milk program, total Federal assistance to 
schools will be at about the same level as in 1960. In addition to such direct as- 
sistance, the schools continue to receive donated surplus foods (sec. 32 and see. 
416-CCC) as they become available. 
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SOURCE FUNDS AVAILABLE FOR AND PARTICIPATION IN SCHOOL LUNCH 
PROGRAM, 1955-60 


Mr. Wuirren. May I ask at this point that you put in the record 
the amount of funds available to school lunches by regular appropria- 
tions for the last 5 years or some similar period for which you may 
have the figures. Also, add to that the amount of funds from Com- 
modity Credit Corporation for the school milk program, the cash 
funds which were available by transfer, and the commodities which 
were available from section 32 purchases. Also, I would like to have 
listed the number of schoolchildren for the various years, and the 
number of schools involved. 

Also, I would like added to that the average payment per school 
me per person for school lunches for this period. I think it might 

be well if you could give us a statement as to what percentage of these 
school lunches was made available to needy children. 

If you would supply that for the record, it will satisfy the require- 
ments of the committee generally. 

Mr. Lennartson. You said the amount per school, in dollars? 

Mr. Wuirren. The average amount. If you take the total amount 
you have 

Mr. Lennartson. Per school. 

Mr. Wuirren. And then per child. I believe if you would supply 
that information, it would be what we might need from the stand- 
point of the committee. Other individual members may have ques- 
tions. 

Mr. Lennartson. For the benefit of the committee, we have had a 
precise table prepared covering just this school year in terms of some 
of the things you have talked about. 

Mr. Wurirren. This is for 1 year, but I would like to see what has 
happened over a period. 

Mr. Horan. I think this is very valuable information for the com- 
mittee. 

Mr. Wuirren. I do, too, but I have asked him to go back 5 years to 
show the amounts each and every year, including the next year. 

(The information requested follows :) 
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years 1955-59 and estimated, 1960 
gence penetra ee EERE ALTO 
| | | 


1955 1958 1960 (esti- 


mated) 


1957 


See, 32: 
NO a mace as 


$2, 834, 669 
10, 148, 500 
4, 031, 484 
2, 202, 977 
5, 774, 099 


$1,776,672 | $935, 986 
25, 619, 244 
22, 235, 561 |$41, 584, 020 |$30, 359, 100 


7, 250, 925 


Beef i Se 
DOtUel,. ci wencessscicess + 
reer rT er 
Cottonseed oil 
Eggs-.-- 


11, 730, 573 
4, 527, 747 


6, 000, 000 
4, 021, 176 


9, 837, 713 


8, 590, 920 | 
31, 657 


j juices........-- 1,011,814 | 481,716 
81 480 
850, 248 


HOny... ----------20--05. 
Milk... 
Olive oil. 


"1,251, 819 





Peanut butter. -..-...-.... 
Pork products. ...--.-.--- 
Rice 
INES 53) oc) Zhatadw nce 
Vegetables. 


Total 


. 416-CCC: 
Bee, GG. niccacusceen. 
Butter- 


26, 936, 287 


| 28, 286, 347 
10, 543, 719 


876, 605 
587, 249 


65, 345, 401 


499, 482 
21, 336, 053 
8, 245, 235 
136, 399 


34, 162, 512 


1, 549, 675 
9, 004, 172 


396,047 }..-2-... 


112, 496, 228 





891, 990 
5, 063, 875 
5, 625, 363 
1, 158, 121 








1, 556, 844 
992,158 | 9 
3,305,392 | 3 
4 
2, 
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Surplus commodities donated to the schools from sec. 32 and CCC purchases, fiscal 


1, 120, 700 


22, 500, 000 
8, 700, 000 
1, 000, 000 























' PROT owns do 5.0556 Bis dw hd. ot 8 333,047 | 3,321,223 | 4, 553, 610 , 666, 891 4, 500, 000 
1, ERS FE 3,510,807 | 2,815,475 | 1, 655, 837 411,027 | 2,094,304 |...........- 

ME nw nadaue sap nnn eesnie 1, 028, 677 1, 235,112 | 1,759,365 | 2,240,327 | 2,316,417 2, 500, 000 

TOR: crenasswesuusdan 43, 369, 550 | 34, 600,803 | 19,475,774 | 14,180,058 | 22,406,903 | 29, 200, 000 

Total surplus commodi- or ae. wen ere 

SOG ak Ae dicia 70, 305, 837 | 99, 946, 204 1131, 972,002 | 75, 961, 833 73, 900, 000 





66, 821, 691 





SPECIFIC RESEARCH REPORTS 


Mr. Horan. I have no questions, Mr. Chairman, but before we leave 
marketing entirely, I would like Dr. Trelogan to supply for the record 
a report on what you have done in bulk pallet handling in marketing ; 
and also if you are doing any research in the container field and on 
controlled atmosphere storage. That has a bearing, of course, on the 
eficiency of marketing. If you would supply a statement for the 
record, [ would appreciate it. 

I would like to ask you just one question. You have made con- 
siderable headway on a lot of commodities, have you not ? 

Mr. Trevogan. We have a substantial program of research in this 


area. I am sorry I did not take time to cover it. 
Mr. Horan. That is all right. A statement for the record will 
suffice. 


(The information requested follows :) 


PALLET Box RESEARCH 


During the fall of 1957 research was initiated by the Agricultural Marketing 
Service covering the handling and storage of apples in pallet boxes at the 
Storage and packinghouse. 

The research conducted under this contract was the most extensive and com- 
plete that has been undertaken to date by any organization on designing and 
testing pallet boxes for inplant handling and storage of apples in pallet boxes. 
This extensive research program has been instrumental in the rather wide 
adoption of pallet boxes in the Pacific Northwest and throughout all other major 
apple-producing areas. 

Some of the more significant findings resulting from this research are: (1) 
Fruit can be cooled more rapidly in pallet boxes having 8 to 11 percent free 
airspace in sides and/or bottom than in palletized standard boxes, therefore 
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extending the storage life of the fruit 10 or more days; (2) use of pallet boxes 
in preference to standard boxes permits 20 percent more fruit to be stored in this 
same space; (3) emptying pallet boxes by immersing them and permitting the 
fruit to float out causes the least injury to the fruit of all dumping or emptying 
methods now known: (4) immersion-type emptying, coupled with the automatie 
box filler developed in the course of this research, brings nearer to reality the 
feasibility of sizing and sorting fruit before storage; and (5) with sizing and 
sorting performed before storage the small fruit, culls, and other unmarketable 
fruit can be removed and the storage operator will have an up-to-date inventory 
of salable fruit which will permit a better marketing program, make more 
storage space available for good fruit, and permit him to increase his business 
volume without expanding his storage facility. It is estimated that total sav- 
ings to the apple industry resulting from the proper use of the findings under this 
study should exceed $2 million annually. 

In the fall of 1959, research was initiated on the shipment of apples in pallet 
boxes. Findings to date indicate that significant savings will result in trans. 
portation and handling costs. It appears that expendable type containers may be 
feasible and may result in a wide application of the pallet box for shipping. 

In addition to the work on apples similar research on the use of pallet boxes 
for potatoes and onions has been done at the Red River Valley Potato Research 
Center. Research also has been initiated in Florida on handling and degreening 
citrus fruit in pallet boxes. 


CoNTROLLED ATMOSPHERE STORAGE RESEARCH 


Research is being conducted at Wenatchee, Wash., on the controlled atmos: 
phere storage of Red and Golden Delicious to see if these varieties as well as 
eastern-grown McIntosh are benefited and to determine the proper concentra- 
tion of carbon dioxide and oxygen for best results. Experiments to date indi- 
cate that Delicious and Golden Delicious apples stored in controlled atmospheres 
for 9 months are superior in texture, appearance and flavor to apples held in 
regular storage. In these tests, a new carbon dioxide absorbent, monoethanola- 
mine, has been tried and found to be as good as caustic soda and more convenient 
to use. 

An improvised method of controlled atmosphere storage has been developed in 
California for Yellow Newton apples by lining the storage bins with poly- 
ethylene-coated kraft paper. This is much less expensive than building airtight 
storage rooms. Fruit stored in the lined bins retained its green color and firm- 
ness and lost less weight than fruit in open bins. Controlled atmosphere storage 
in California has increased from 18,000 boxes in 1957-58 to 200,000 boxes in 
1959-60. 

Gas storage for Northwestern pears by use of sealed polyethylene box liners 
was developed at Wenatchee in 1952 and has been widely accepted by the pear 
industry. It has given pears a longer storage life and better quality and in- 
creased returns have been estimated at $1 million a year. 

Use of polyethylene box liners to provide an atmosphere high in carbon dioxide 
was extended to cherries in 1957 and has since been generally adopted in the 
Northwest. Less shriveling, aging, and decay occurs in these packages and ship 
ment by freight instead of express is possible. Potential savings in shipping 
costs have been estimated to be about $600,000 annually. 

Research on controlled atmosphere storage also is being conducted on grape 
fruit, lemons, oranges, persian limes, and grapes. 


PAYMENTS TO STATES AND POSSESSIONS 


Program and financing 


$$ Se ND 


| 1959 actual 1960 estimate | 1961 estimate 


Program by activities: Payments for marketing service work 
(sec, 204(b) of the Agricultural Marketing Act of 1946) | 
(total costs—obligations) (object class 11)_- $1, 160, 000 $1, 195, 090 $1, 195, 000 

Financing: Appropriation (new obligational authority) - -- 1, 160, 000 1, 195, 000 1, 195, 000 
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Mr. Wurrren. Now we come to the payments to States, the coopera- 
tive work. 

Mr. Lennartson. No increase is requested for that, Mr. Chairman. 

Mr. Wurirren. Does Mr. Crow still handle that? 

Mr. Writs. Yes. He is prepared to make a statement or to insert 
one in the record. 

Mr. Wuirren. We would be glad to have him prepare a statement 
for the record which would cover the highlights of the progress made 
during the current year. 

This committee has been pleased through the years with the very 
fine job that our friend, Mr. Crow, has done in this field. We have 
listened every year with a great deal of interest, and we think we have 
been well represented and that a good job has been done. We cer- 
tainly do appreciate that. 


JUSTIFICATION OF THE ESTIMATES 


We shall be glad to have this statement inserted in the record after 
pages 395 to 400 of the justification. 
(The material referred to and Mr. Crow’s statement follow :) 


Payments to States and possessions 


Appropriation Act, 1960 and base for 1961____-- oats eee see 58s $1, 195, 000 
net: ebtinah te, “IG S23 jest akon eee sos SS ea 1, 195, 000 


Project statement 





Project 1959 1960 (esti- | 1961 (esti- 
mated) mated) 
sitive. Eiki gti hep ort a3 8e! pense t aa Fi peR Dos pets 2 eh 2 ae f 
Payments for marketing service work under sec. 204(b) of the | | | 
Agricultural Marketing Act of 1946. _........--.---------- $1,160,000 | $1, 195, 000 | $1, 195, 000 


STaTus OF PROGRAM 
CURRENT ACTIVITIES 


This activity enables State marketing agencies to get practical application of 
improved marketing practices which research work has developed. These 
methods and practices aid in maintaining quality, expanding outlets, and re- 
ducing deterioration and spoilage of farm products. The program also helps 
move seasonal surpluses to their best market, reduce marketing costs, and in- 
crease returns to farmers from the marketing of their products. 

The Federal payments, authorized by section 204(b) of the Agricultural Mar- 
keting Act of 1946, are made under cooperative agreements between the U.S. 
Department of Agriculture, State Departments of Agriculture, Bureau of Markets, 
and similar State agencies for the conduct of eligible marketing service activities 
ona matched fund basis.. The State contribute at least half of the costs and 
perform the work with State personnel. 

The amount of the Federal payment to a State is based upon evaluation of the 
relative urgeney of the marketing service problem confronting the State, the 
probable effectiveness of the proposed. plan for solving or alleviating the problem, 
the ability of the State to carry out the program proposed, and the availability 
of matching funds. 

Forty-one States and Puerto Rico conducted 128 separate projects under this 
activity during fiscal 1959. Asin most recent years, emphasis has been placed on 
improving or maintaining product quality and expanding market outlets. With 
Mcreased funds specifically made available in the 1960 Appropriation Act, the 
North Dakota Department of Agriculture is conducting work to improve the 
quality and promote the sale of Red River Valley potatoes. 





142 


SELECTED EXAMPLES OF RECENT PROGRESS 


1. Outlets expanded for Louisiana strawberries—As a result of the promo. 
tional assistance provided by the Louisiana Department of Agriculture in coop- 
eration with the Louisiana Strawberry Commission, a large crop of Louisiana 
strawberries was marketed at satisfactory prices. Sales of Louisiana straw- 
berries increased fourfold in New Orleans and doubled in Baton Rouge, Shreve- 
port, and Jackson, Miss., compared to sales in previous years When no promo- 
tional work was done. 

2. Grain marketing improved in North Carolina.—The North Carolina State 
Department of Agriculture was assisted in improving the marketing of the State’s 
30 million bushels cash grain crop. Present facilities can handle only 10 million 
bushels effectively. Assistance was given to companies which constructed 1 
million additional bushels capacity by developing plans for the layout, kinds of 
machinery to install, and the kind of construction to meet North Carolina condi- 
tions. Grades were demonstrated and managers familiarized with use of 
moisture testers. Eighty-three firms were helped on specific problems. Bsti- 
mated savings to farmers from this program conducted over a number of years 
is estimated at 5 to 10 cents a bushel of all cash grain marketed. 

3. Milk quality improved in Kansas.—Marketing specialists of the State board 
of agriculture helped buttermakers, plant graders, and cream station field super- 
intendents obtain a thorough knowledge of the grading systems as well as an 
explanation of the reasons why some dairy products are downgraded. Assistance 
was given to dairymen, operators of cream stations, and dairy proccessing plant 
personnel in detecting and eliminating sources of contamination, adopting better 
temperature control procedures, and improving processing methods. In the 
plants where the program has been in operation, the amount of milk condemned 
has been reduced by one-half. 

4. Tennessee poultry processing plants assisted in meeting requirements of 
Poultry Products Inspection Act and in reducing operating costs.—Assistance was 
provided 11 Tennessee poultry processing plants in developing practical plans for 
remodeling existing facilities to reduce operating costs and to meet the facility 
requirements of the Poultry Products Inspection Act. As a result, these proces- 
sors were able to maintain outlets for their poultry and poultry products, increase 
plant operating efficiency, and reduce marketing costs. 

5. Seed quality improved in Oregon.—Experimental tests with artificial drying 
and packaging in moisture-proof containers indicated that seed viability can be 
maintained even under adverse conditions. The application of these methods of 
preservation will be beneficial in improving the quality of the seed of Alta 
fescue, Chewings fescue, common rye grass, crimson clover, Highland bentgrass, 
and Sudengrass, which account for the major part of the $25 to $35 million 
seed industry in Oregon. 

6. Lean-type pork promoted in Indiana.—Processors and marketing firms were 
encouraged to identify quality, and to quality-price pork products to promote 
lean-type pork. Data obtained on marketing hogs indicate that substantial 
premiums through higher prices can be realized for lean-type pork products if 
they are differentiated through labeling or grading at the retail level. Research 
findings indicate that it is possible to relay the value of the different grades of 
pork back to the producer. 

7. Wisconsin dairy-quality program resulted in increased returns to producers 
and the dairy industry—The Wisconsin dairy marketing service work has 
stressed better handling methods and the improvement of processing operations 
for dairy products. Since the inception of the program in 1951, the proportion 
of grade A or AA butter has risen from 41 percent to nearly 60 percent of produc- 
tion. The increased revenue obtained by the Wisconsin dairy industry from this 
program is estimated to be about $200,000 a year. 

8. Illinois program promoted the sale and consumption of dairy products.—The 
Tllinois Department of Agriculture, in cooperation with the American Dairy 
Association, staged dairy festivals, exhibits, and promotional campaigns as 4 
means of increasing sales and consumption of dairy products. Work was done 
with both wholesale- and retail-milk salesmen, and consumer-information pro 
grams were conducted. Schools and institutions were encouraged to increase 
their consumption of these items. As a result, increase in milk consumption pert 
pupil rose over 12 percent in the Springfield schools participating in the program. 
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STATE PARTICIPATION BY FIELDS OF WORK 


This work falls into four general fields; the number of States conducting 
projects and the distribution of payments under each category is shown below: 


Number of Payments 
States 


(1) Improving and maintaining the quality of agricultural com- 
modities................ : 

(2) Increasing markets for agricultural commodities 

(3) Increasing marketing efficiency and reducing costs--..-.-....---- 

(4) Assembling and disseminating marketing information, including 
statistics and data on improved facilities and methods. ---_---- 


DISTRIBUTION OF PAYMENTS 
The distribution of payments by States for 1959 and 1960 are shown in the 
following table: 
Distribution of payments by States 


[In some years a State may participate in the program entirely with funds carried over from prior years 
Such States are indicated by asterisk in the applicable fiscal year column] 





| 
State Fiscal year | Fiscal year State Fiscal year | Fiscal year 
1960 1959 1960 


NII. caituaciuidencaiiobin $20, 601 || Nebraska $2, 500 $2, 500 
Alaska 7,500 || New Jersey 37, 168 38, 000 
10,000 |} New Mexico 20, 000 20, 000 
100, 000 r i 56, 000 
6,000 || North Carolina 7 58, 698 
North Dakota 63, 858 
Ohio ; 9, 500 
Iklahoma._- 23, 000 
Illinois... ¢ 7, 837 707 25, 800 
Indiana__. 4 Pennsylvania. 
Puerto Rico_- 
South Carolin 
Kentucky 7 || South Dakota_. 7 8, 755 
Louisiana ; = . : 18, 421 
Texas ; 18, 237 
. Vermont 4, 265 
Massachusetts t Virginia 50, 48, 000 
Michigan ‘ 2! Washington 5 27, 000 
Minnesota..........-....- ¢ ; West Virginia 32, 000 
Mississippi . Wisconsin \ 40, 787 
Missouri § -|—— 
Montana 1, 195, 000 








PAYMENTS TO STATES AND POSSESSIONS 


(William C. Crow, liaison officer matching-fund program, “USDA Appropriations 
Hearing,’ Feb. 24, 1960) 


Under the appropriation “Payments to States and possessions” funds are made 
available to the States to pay up to half the cost of approved Marketing Service 
projects which will help solve marketing problems at the State and local level. 
This is accomplished by (a) showing marketing firms and agencies how to apply 
the results of research to the solution of problems, (b) determining the best 
marketing practices and getting them adopted, and (c) collecting and dissemi- 
nating needed marketing statistics and other information. 

There are 40 States participating in this program with a total of 116 projects 
to which the average Federal contribution is about $10,000. Thirty-six of these 
States are carrying on work to maintain quality and reduce deterioration and 
Spoilage in marketing channels, 31 are assembling and disseminating needed 
marketing data, 30 are finding outlets to increase sales of agricultural products, 
and 22 are engaged in activities to improve facilities, equipment, and handling 


52635—60—pt. 2-10 
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methods to hold down costs. By commodities, 30 States are working on fruits 
and vegetables, 30 on poultry and eggs, 24 on livestock, 23 on dairy products, 
17 on grain and seed, 3 each on cotton and tobacco, and a few on other products. 

While any of the 116 projects could be used as examples of the work being 
done, the scope of the program can be presented by choosing examples of various 
types of work in different parts of the country. In the quality field 16 States 
are improving the quality of milk and manufactured dairy products. One of 
these is Vermont which for 4 years has worked to improve milk flavor and odor. 
It has developed, with the cooperation of the dairy industry, a program of pick- 
ing up samples of milk at various places in the marketing system and checking 
these samples for off-flavor and off-odor. The off-quality sample is reported to 
the specialist who operates this program, and he determines the cause of the 
off-quality, where the damage was done, and shows the producer, trucker, milk 
plant operator, or handler how to correct the condition. For example, milk at 
one plant consistently became oxidized about 48 hours after pasteurization. The 
milk was traced and on one farm a brass spigot was found. When it was re- 
moved the oxidized taste disappeared from the retail milk distributor’s output. 
It was also determined that milk in bottles in home refrigerators was off-flavor 
because of light and that amber glass corrected the condition. Now nearly one- 
third of the milk sold in Vermont in bottles is in amber glass. Since this project 
was begun 4 years ago retail sales of milk in Vermont have increased 20 percent 
with little increase in population. Feed flavors are no longer an important 
problem. Rancid and oxidized milk has been greatly reduced. Periodic testing 
has shown steady improvement in flavor of all shipments to each major handler 
in Boston. In 1956, one large handler found 20 percent of his samples unsatis- 
factory in taste, but only 2 percent in 1959. 

A total of 23 States are conducting programs to improve quality and expand 
outlets for poultry and eggs. The work on eggs involves showing producers, 
assemblers, wholesalers, and retailers how to grade, handle, and care for eggs, 
and promoting sales of high-quality eggs. In a number of States this work has 
led to new egg laws (Arkansas, Illinois, Minnesota, Oklahoma, Texas, and 
Kansas). In others, a State seal of quality has been adopted for eggs meeting 
quality standards, and sale of products bearing this seal promoted. The pro- 
gram in Minnesota is a good example of this type of program. 

For eggs to qualify under the Minnesota program, facilities, flocks, and prac- 
tices must meet requirements, and checks are made to see that they continue to 
meet them. Such eggs can be marketed under the quality label, and when so 
marketed bring a premium of 2 to 4 cents per dozen, or about $350,000 per year. 

zast September a representative of the Agricultural Marketing Service visited 
an operator under this program, whose name is Paul Revier. Before he entered 
the program Mr. Revier packed 100 to 200 cases per week, but when visited on 
September 16 he was handling 1,000 cases and when flocks were in full produc- 
tion would handle 2,000 to 2,500. He had 40 farmers on the waiting list to sell 
him their eggs when farm inspection could be made. The week before the visit 
he had signed a contract with the A. & P. Food Stores for up to 1,500 cases per 
week. He was in the process of installing a new packing line. In this program 
standards were set up for production and handling: producers get a premium of 
2 to 4 cents per dozen; and points are established where quality eggs can be con- 
centrated in sufficient quantity to meet the needs of large buyers. (Producers 
and dealers are charged fees for inspections. ) 

Several matching fund projects are concerned with grain marketing. For 
example, North Carolina has had a serious grain marketing problem. There was 
a great increase in grain production in the State, with adequate off-farm storage 
for only 5.9 percent of the crop, poor handling methods, high spoilage, and loss in 
grade. At harvesttime grain had to be moved out of the State and other grain 
brought in later. Thus prices were depressed at harvest and later were high 
(fluctuations between seasons ran as high as 70 cents per bushel). Buying and 
selling was not on basis of grade. To help solve these problems several types 
of action were taken. 

Data were collected on production, type and capacity of storage, and outlets, 
by areas. They brought about the improvement of 133 storage facilities and con- 
struction of 68 new ones. Total new capacity of commercial storage was 14- 
750,000 bushels plus 10 million bushels on farms. Working with the grain trade 
they got 59 driers and 10 aeration systems installed. They demonstrated grades 
and encouraged their use to the point where it is estimated that 60 percent of 
sales are now on grade basis as compared with 5 percent when the program 
started. Grain freight rates were reduced by from 10 to 40 cents per hundred 
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pounds, a grain export facility was built at Morehead City, and the State spe- 
cialists are now moving into improving the quality of corn meal and seed. Asa 
result of these activities (1) price fluctuations between harvest and off-season 
are now only 20 to 30 cents as compared with 30 to 70 cents before the program 
started, (2) deterioration and spoilage has been reduced from an estimated 22 
cents per bushel to 5 cents, and (3) total annual benefits are estimated to run 
into several million dollars. 

Virginia has done a good job on a project to stimulate the marketing of meat- 
type hogs. While the State extension service was working with producers 
on breeding stock and production methods, the State department of agriculture 
was developing a live grading program for hogs and promoting the marketing 
of graded feeder pigs. Nearly 360,000 Virginia hogs are marketed under this 
program, and several packing plants are buying all hogs from both local and 
out-of-State sources on grade. Organized selling of feeder pigs on a graded 
basis improved producer prices and incomes ($4 per head on 7,100 head in the 
first 10 sales held). 

At a recent meeting of one of the Department’s advisory committees a mem- 
ber from Oregon commented enthusiastically about the results of an Oregon 
matching fund project to develop objective methods of forecasting filberts, 
pointing out that by the methods developed the estimates are coming very close 
to actual production (1.08 percent in 1958). An editorial in a national paper 
commenting on a tomato planting and condition report published weekly under 
a Florida project said that it is an outstanding example of useful work which 
has “leveled out the rate of planting, made it possible to fit supplies to market 
needs, and stabilize prices.” 

A member of the Deciduous Fruit and Tree Nut Research and Marketing 
Advisory Committee reported at its most recent meeting that fruit prices in 
southern Illinois were so low a few years ago that growers were trying to get 
a processing plant built, but that the results of a promotion program, under 
a matching fund project, brought sufficient outlets and higher prices that 
growers in the area no longer want a processing plant. In Tennessee, where 
extensive work has been done in improving poultry processing plants, one proc- 
essor reports a saving of $50,000 by following recommended facility design, 
types of equipment and plant layout. 

These examples represent a cross section of the matching fund marketing 
service projects. The examples cited draw extensively on research results. 
The Vermont milk program was based on the results of research conducted by 
the State exneriment station. The results of research done by the Agricul- 
tural Marketing Service were used in improving the egg assembly line in Minne- 
sota, the poultry processing plants in Tennessee, in deciding where and how 
to build the grain storage facilities in North Carolina and install the aeration 
systems in them, and in building livestock auctions in Virginia. 

In order to get more coordination in the States among the agencies doing re- 
search, education, and service work in marketing, a joint meeting of repre- 
sentatives of the State experiment stations, the State extension services, and 
the State departments of agriculture was held last October. A questionnaire 
sent to the States just prior to the meeting revealed that in 27 of the 35 States 
responding the 3 agencies confer in developing new projects, 21 have joint proj- 
ects, and 24 reported meetings of administrators of the 3 agencies to discuss 
relationships. The consensus of the meeting was that the States can make more 
effective use of their resources and better solve marketing problems by coordinat- 
ing their research, service, and educational activities. In the administration 
of this program the Agricultural Marketing Service is encouraging such 
coordination. 

This program appears to be meeting a real need in dealing with marketing 
problems in the States. All the advisory committees which have reviewed it 
have commented favorably upon it. The opinion of interested people in the 
States of the work being done is revealed in the fact that State funds available 
for the work continue to increase, as do contributions by industry, and that a 
considerable number of projects have heen taken over on regular State funds 
or by industry financing. We expect to continue to use the Federal funds to 
encourage the solution of marketing problems at the State level, and to shift 


from one type of problem to another as conditions change and the needs seem 
to warrant. 
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REMOVAL OF SURPLUS AGRICULTURAL COMMODITIES 


Program and financing 


1959 actual 


1960 estimate | 1961 estimate 





Program by activities: 
1. Commodity program payments: 
Od Oe Pi isdn cwoceccacdendsine ahi 
(6) Diversion payments 
. Surplus removal operating expenses............-.--..-- 
3. Marketing agreements and order 


Total program costs ! 
. Relation of costs to obligations: Costs 
obligations of other years, net (—) 


Total program (obligations) --........--- 
Financing: 


Unobligated balance brought forward 

Recovery of prior year obligations 

Unobligated balance carried forward-_-..-.......--- 
Unobligated balance no longer available 


New obligational authority 


New obligational authority: 
Appropriation 
Transferred to— 

“Promote and develop fishery products and research 
pertaining to American fisheries,”” Bureau of Com- 
mercial Fisheries, Department of the Interior (15 
U.S.C. 713-¢, as amended by act of Aug. 8, 1956). _- 

“School lunch program,” Agricultural Marketing 
Service (72 Stat. 194; 73 Stat. 173) 

“Salaries and expenses,’’ Foreign Agricultural Service 
(73 Stat. 173).-..-- 


Appropriation (adjusted) 


$125, 568, 387 
7, 860, 384 
2, 372, 871 
1, 762, 470 


137, 564, 112 
—16, 139, 858 
121, 424, 254 
2, 420, 534 
—300, 000, 000 
— 531, 594 


300, 000, 000 
72, 837, 054 


$105, 503, 400 


2, 646, 600 
1, 850, 000 


110, 000, 000 


110, 000, 000 


—300, 000, 000 


300, 000, 000 
90, 302, 475 


$105, 503, 400 


1, 850, 000 
110, 000, 000 


110, 000, 000 


300, 000, 000 
160, 661, 000 





196, 150, 248 


235, 936, 663 


—4, 786, 415 


196, 150, 248 





200, 302, 475 


251, 446, 365 


— 4, 993, 642 
— 43, 657, 248 
— 2, 493, 000 
200, 302, 475 





1 Includes capital outlay as follows: June 30, 1959, $38,073; 1960, $30,000; 1961, $50,000. 


270, 661, 000 


318, 000, 000 


—4, 800, 000 
—40, 000, 000 
— 2, 539, 000 
270, 661, 000 











00, 000 
00, 000 


39, 000 
61, 000 
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Object classification 





1959 actual | 1960 estimate | 1961 estimate 


AGRICULTURAL MARKETING SERVICE 












































Total number of permanent INR b cect patent os 00d conn gull 522 495 495 
Full-time equivalent of all other positions.............---..--- 3 3 3 
Average number of all employees. ----.-...-.---..--------..---- 435 454 454 
Number of employees at end of year__-.--..--.------ a hag 466 464 464 
Average GS gratlound celery <<... <...-nensccccnnceccnsqccecces- 7.2 $5,73217.3 $5,753 | 7.3 $5, 748 
Average salary of ungraded positions........-...--..---------- $4, 260 $4, 367 $4, 392 
01 Personal services: 
BT a 1 nis ccsessadendainbin cine alinilnmaicaia $2, 918, 222 $3, 061, 400 $3, 061, 400 
Positions other than permanent-_..-.---.-.------------ 6, 316 10, 400 10, 400 
CURAT PREIIOE BOIVIOUN, 6 nis gcagoedshedein saa ong~ 16, 499 28, 200 16, 200 
Total pempomal eer V ies vs <i sssdsesnsve-tewctinnvese 2, 941, 037 3, 100, 000 3, 088, 000 
SIE, ci cnnnbnatbandeeut<unsaetnccksdeelh «celudesdiatein 247, 872 270, 000 280, 000 
oy TURNER ENON Or SATIN. 5 - o0cc-oeaccunauancs cs snueceened 3, 769 8, 500 8, 500 
Bar CPeeSRR SION, DOPWIONE cin cuwncviniessthieccesveusienwaud 82, 626 88, 500 88, 500 
05 Rents and utility services_._-- ine thé cehiu Aped ss aa goseut 32, 631 36, 800 36, 800 
i. Perce GIN FODTOUIOUION .. otccnvsh «5 ccmendee scones seen 45, £59 66, 600 73, 600 
ge eee eee 49, 857 68, 000 88, 000 
Services performed by other agencies : 9, 610 7, 000 7, 000 
eee errr 31, 793 41, 000 46, 000 
Cirants Of Somamodities to Shaites. . . .............--..-2]-.-...---.-- a 51, 703, 400 99, 003, 400 
SS SE a eee ae ae | 31, 101 26, 000 36, 000 
ll Grants, subsidies, and contributions. -.........-..-------- 186, 025 196, 000 196, 000 
Commodity program payments..-.._-------------.---- 889, 126 1, 500, 000 1, 500, 000 
13 Refunds, awards, and indemnities_.........---..----.---- 2, 483 3, 600 3, 660 
Ee ee ne NNED oc cccmeccanadeusacagessebstenesn 1, 559 1, 600 1, 600 
Total, Agricultural Marketing Service.-..-...-...------ 4, 555, 048 57, 117, 000 104, 457, 000 
ALLOCATION TO COMMODITY STABILIZATION SERVICE 
Total number of permanent positions_................-......- 76 93 86 
Average number of all employees- - ---- al 59 75 68 
Number of employees at end of year. .-.-.-----...---------.-- 45 55 54 
Average GS grade and salary. -..-.----- cca prccnaledeceaaaierti alee 6.1 $5,338 | 5.9 $5,315 | 6.0 $5, 374 
01 Personal services: 
SOP NCED PORN 6 Soo nk Va neeenvedescasiiuctdbed $322, 058 $391, 500 $358, 500 
Other peemal adrwhoes. oo n.c- cccctcasccseedsicecchic 1, 411 3, 000 1, 400 
Total peredtial e6rvices.......... anid isbsadbsecdcukeuce 323, 469 394, 500 359, 900 
a a eo ae ee ee 6, 270 7, 650 7, 150 
Oe TRORMCORION OF CRIN ois ooo cccciioewesimatab ddaunens 5, 607 5, 850 5, 750 
04 Communication services............- 10, 273 17, 150 12, 150 
05 Rents and utility services...........- 37, 270 38, 350 36, 150 
06 Printing and reproduction 4,977 5, 200 4, 900 
OT Obie COmbraebiiel MAP VIGINs oo insise de whnccnn sc cseck ew cces 3, 018 4, 700 8, 400 
Advanced to— 
‘Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1938” (7 U.S.C. 1392)___.___- 35, 450 35, 450 35, 450 
‘Local administration, sec. 388, Agricultural Ad- 
justment Act of 1938” (7 U.S.C. 1388) ___..--.._- 20, 000 43, 000 43, 000 
CE Derppelh G ih in gen nn gcbiesdn vennvencnse 3, 336 4, 200 3, 800 
Grants of commodities to States. ...........-.---.---. 108, 927, 240 36, 300, 000 |...........-.. 
0 Equipment_.-.- hbk al tained eae Wired hE iscigtaladia aaa ieai 1, 068 1, 650 1, 600 
ll Grants, subsidies, and contributions. ............- 20, 361 23, 150 22, 750 
Commodity program payments_.............. 7, 470, 0O1 17, 000, 000 5, 000, 000 
13 Refunds, awards, and indemnities...............-.---...-- 784 2, 000 1, 900 
ie ROUNG Wi IE 2 as So hic iccecciwcsecuaduscuse 82 150 100 
Total, Commodity Stabilization Service. .............-- 116, 869, 206 52, 883, 000 5, 543, 000 
Ee CON oiitcccsccaiwienesy Miksaunaaducsee 121, 424, 254 | 110, 000, 000 110, 000, 000 
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Mr. Lennartson. I do not know whether you want to bring up 
section 32, Mr. Chairman. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Wuirren. I would like a statement on section 32, the status 
of it, the applicable law as to what use may be made of it, that which is 
recommended to be used and that which will be carried over. 

(The information requested follows :) 


Removal of surplus agricultural commodities (sec. 82) 


Appropriation Act, 1960 $251, 446, 365 
Transferred to 
Department of the Interior to “promote and develop fishery 
products and research pertaining to American fisheries, Fish 
and Wildlife Service,’ pursuant to Public Law 1024, 84th 
Cong —4, 993, 642 
School lunch program, pursuant to 1960 Appropriation Act... —43, 657, 248 
Salaries and expenses, Foreign Agricultural Service —2, 493, 000 


Base for 1961 200, 302, 475 
Budget estimate, 1961 : 
Annual permanent appropriation 
Less transfers to— 
Department of the Interior, pursuant to 
Public Law 1024, 84th Cong —4, 800, 000 
School lunch program —40, 000, 000 
Salaries and expenses, Foreign Agricul- 
tural Service 
270, 661, 000 
Increase (in annual permanent appropriation for 
see. 32 purposes ) 


1In addition, an unobligated balance of $300,000,000 carried forward from 1960 will be 
available. Of the total of $570,661,000, the 1961 estimates forecast obligations of 
$110,000,000. This would result in an unobligated balance of $460,661,000 of which 
$300,000,000 would carry forward into fiscal 1962 and $160,661,000 would revert to the 
U.S. Treasury. 
Project statement 


[On basis of available funds] 


Project 1959 | 1960 (esti- Increase or | 1961 (esti- 
mated) | decrease | mated 


. Commodity program payments: 
(a) Direct purchases_____- : $108, 927, 240)} _ | sa ba d 
=f) D105, 50% $105, 503, 400 
(6) Diversion payments. _-_-- pacinightamale 8, 359, 127) $105, 503, 400 } $105, 503, 40 
. Surplus removal operating expenses 2, 383, 818 | 2, 646, 600 | 2, 646, 600 
. Marketing agreements and orders___.__---_- 1, 754, 069 | 1, 850, 000 | 1, 850, 000 
Total obligations ! wicinoel Aah 4: 24,2 054 | 110, 000, 000 _| 110,000, 000 
Unobligated balance no longer available__..._-- 72, 837.054 | 90,302,475 |-+-$70, 358, 525 | 160, 661,000 
Unobligated balance carried forward. _| 300,000, 000 300, 000, 000 | 300, 000, 000 
Total employee health benefits costs (Public | 
Law 86-382) . See ee ae ea ener (+31, » 140) (31, 10) 


Total available | 494,261,308 | 500, 302,475 “+70, 358, 525 570, 661, 000 
Recovery of prior year oblig: ations — 531, 594 a ee oa Linesseae 
Unobligated balance brought forward___._-.__- |—300. 000, 000 |- -300, 000, 000 ae ....-|—300, 000, 000 

Subtotal ~ 193, 729, 714 | 200, 302,475 | 4-70, 358, 525 | “970 661, 000 
Transferred to: 

Department of the Interior pursuant 

Public Law 1024, 84th Cong__-- Seta 4, 786,415 . 993, 642 — 193, 642 4, 800, 000 
School lunch program____- 2 35, 000, 000 43, 657, 248 —3, 657, 248 40, 000, 000 
Salaries and expenses, Foreign Agricultural 

Service.......- 

Transfer in 1960 estimates to Fore ign Ag ri- 
cultural Service 


3, 000 +46, 000 9 539, 000 


235, 936,663 | 251, 446, 365 | +66, 553, 635 | 318, 000, 000 


1 Applied costs for 1959 are $137,564,112. The difference of $16,139,858 reflects, primarily, the excess of 
commodities delivered and distributed to eligible recipients over commodities purchased in that year. 
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EXPLANATION 


The estimates for 1961 are projected at the 1960 level, and provide for the 
removal of surpluses now foreseen. If unexpected surpluses develop, however, 
steps would be taken to use additional funds for their removal as conditions 
might warrant. 

Section 32 funds are used to stabilize market prices either through announce- 
ments that the Department stands ready to enter the market or by actual 
participation in the market. The extent to which funds actually will be obligated 
and expended will depend upon the effectiveness of an announcement on market 
prices. The type of program to be developed will depend upon the kind and 
volume of the surpluses which exist at the time. Generally, surpluses are 
removed from the market through purchases, which are then donated to schools, 
institutions, and needy persons, with schools getting first priority. 


FUNDS AVAILABILITY AND BALANCE 


The following table summarizes the estimated total funds available for sec. 32 
activities and the estimated balance carried forward for fiscal years 1959, 1969, 
and 1961. 


Item 1959 19560 | 1961 
| (estimated) | (estimated) 


Balance from prior year_. | $300, 000,000 | $300, 000,000 | $300, 000, 000 
Recovery of prior vear obligations_._- Bae 531, 594 econ tna 
Appropriation or estimate 235, 936, 663 | 251,446,365 | 318, 000,000 
Transfer to | 
Interior Department 4,786,415 | —4,993, 642 —4, 800, 000 
School lunch program.----- pumas i 35, 000, 000 | —43, 657, 248 —40, 000, 000 
Salaries, and expenses, Foreign Agricultural Service___.---- | —2,493,000 | —2, 539, 000 
Transfer in 1960 estimates to Foreign Agricultural Service , 420, 534 4 Sats - 
| - {— — 
Totab.. aszct: Kuk HSIEH 261,308 | 500,302, 475 570, 661, 000 
Obligations 424, 254 |—110, 000,000 | —110, 000, 000 
Unobligated balance no longer available_- -- 72, 837,054 | —90, 302,475 | —160, 661, 000 


Unobligated balance carried forward to subsequent 
YONG i SEL <5; : ee co 300, 000, 000 | 300, 000, 000 300, 000, 000 





CURRENT ACTIVITIES 


Under section 32 of the act of August 24, 1935, as amended (7. U.S.C. 612c), 
an amount equal to 30 percent of customs receipts during each calendar year and 
unused balances up to $300 million are available for encouraging the exportation 
and domestic consumption of agricultural commodities. Current activities for 
removing from the market surplus agricultural commodities include— 

(a) Purehases for distribution through State distributing agencies to 
school lunch programs, and to welfare agencies and institutions eligible to 
receive such purchases. 

(b) Encouragement of exoprts through payments which will permit the 
sale of surplus commodities in foreign markets. 

(c) Encouragement of domestic consumption by diversion from normal 
channels of trade to byproducts and new uses. 

The basic authority also provides that these funds shall be devoted principally 
to perishable nonbasic agricultural commodities and their products, other than 
those receiving price support under title II of the Agricultural Act of 1949, as 
amended. These commodities are: tung nuts, honey, milk, butterfat, and the 
products of milk and butterfat. It has been determined that this provision can 
be legally satisfied by setting aside or reserving the principal portion of section 
82 funds for the use of perishable nonbasie agricultural comodities when the 
occasion arises warranting their use for such purpose. Not to exceed 25 percent 
of funds available under the act may be used for any one commodity or product 
thereof. 

Section 32 funds are also used by the Agricultural Marketing Service for— 

(a) Surplus removal operating expenses which include administrative 
costs for direct removal of surpluses from the market, and distribution by 
the Agricultural Marketing Service of section 32 and CCC commodities to 
eligible outlets. These funds are also used to encourage food preservation 
and marketing of abundant foods through the food trades. 
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(bo) The administration of marketing argeements and orders which aim to 
establish and maintain orderly marketing conditions for certain commodi- 


ties and their products. 


PERISHABLE AGRICULTURAL CommopiTIBs Act Funp 


Program and financing 


Program by activities: 
1. Licensing dealers and handling complaints: 
Direct costs -_-.--- Pte ereietiankanns nance mange 
Reimbursable costs. ---.--- sida ciel ices iedlieeaee | 


25, 400 


Total program costs ! 
2. Relation of costs to obligations: Obligations incurred 
for costs of other years (unpaid undelivered orders), 


532 


$679, 340 


$749, 300 
25, 400 


774, 700 


| 1959 actual 1960 estimate | 1961 estimate 





Total program (obligations) -_............-.......... 
Financing: 
Unobligated balance brought forward_____.........-...._- 
Advanced from ‘‘Marketing research and service’ (7 
U.S.C. 


705, 272 
—394, 627 


—25, 400 


388, 033 | 


673, 278 





774, 700 
—388, 033 
—25, 400 
308, 733 





1 Includes capital outlay as follows: June 30, 1959, $1,594; 1960, $1,900: 1961, $2,200. 


Object classification 





1959 actual 


122 

3 

98 

105 

$5, 732 
$4, 260 


Total number of permanent positionms__.................------ 
Full-time equivalent of al] other positions 

Average number of all employees 

Number of employees at end of year 


Average GS grade and salary 
Average salary of ungraded positions 


Direct obligations: 
01 Personal services: 
Permanent “cee  Miciietnune cn Cadbuae ae aeke 
Positions other than permanent 
Other personal services 


$557, 617 
11, 499 
2, 433 

EE IE DEE TER oc pcccenneoneppesdccepen 

OEE ccdeearotnes sdscdedhsct s disndeadseduneeseekis 

Transportation of things 

COOTATIRIIONEION) BET WICOS. . <n. ono. cnc cncccaccecs nce 

ee ls Se ONG ono i ecw cwennn 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Grants, subsidies, and contributions 

Taxes and assessments 


571, 549 
44, 126 
75 


19, 714 
3, 797 
9, 986 

10, 402 
7, 316 
1, 829 

10, 771 

307 


679, 872 
25, 400 
705, 272 


ee Ey UNNI © occ eg escunpeouscawasuss 
Reimbursable obligations: 
11 Grants, subsidies, and contributions 





Total obligations 





1960 estimate 


121 

3 

110 

117 

7. $5, 753 
$4, 367 


$613, 482 
10, 276 
4, 412 


628, 170 
48, 900 
000 
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JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. Also, pages 411 through 417 of the justifications 
entitled “Perishable Agricultural Commodities Act Fund” should be 
inserted in the record at this point. 

(The material referred to is as follows:) 


Perishable Agricultural Commodities Act fund 


Appropriation act, 1960, and base for 1961 (from receipts) 
Budget estimate, 1961 (from receipts) 

Note.—A total of $978,733 is wtnenst to be available for obligation in fiscal year post. 
including an unobligated balance of $308,733 to be carried forward from 1960. Of t 


total, the estimates tentatively forecast aiemione of $775,300 for fiscal year 1961, Sacine 
a carryover of $203,433 into fiscal year 1962. 


Project statement 


[On basis of available funds] 


Project 1959 1960 Increase or 1961 
(estimated)| decrease |(estimated) 


Licensing dealers and handling complaints ! , 87 $749, 300 +$26, 000 775, 300 
Unobligated balance brought forward x — 388, 033 +79, 300 | —308, 733 
Unobligated balance carried forward - . 03% 308, 733 —105, 300 | +203, 433 
Totalemployee health benefit costs (Public Law 86-382) -| [-- aa At [+6, 600] ‘16, 600) 





Total appropriation or estimate 673, 278 | 670, 000 | 


1 Represents obligations. Applied costs for 1959 are $679,340. The difference of $532 reflects, primarily, 
the excess of printing and reproduction ordered in 1959 over that used. 


INCREASE 


(1) An increase in obligations of $26,000 to meet the increasing workload 
requirements for carrying out the Perishable Agricultural Commodities Act, as 
amended. 


Need for increase 


Accelerated changes in the marketing structure for fruits and vegetables has 
resulted in the industry’s focusing more attention on PACA operations than it 
has in the past 20 years. There has been a marked increase in the number of 
consolidations and mergers at both buying and selling levels. This has placed 
an increased burden on small dealers. There have been more business failures 
which in turn have increased the number of complaints filed and a consequent 
increase in workload under the PAC Act. 

The program of spot checking produce to combat the problem of shipment 
and sale of misbranded produce was extended to some of the larger terminal 
markets during 1959. While this program was expanded, coverage has not been 
adequate because of the lack of trained investigators. The changing economic 
conditions in the industry have resulted in an increase in the number of com- 
plaints filed. Despite increased emphasis on and additional facilities available 
for handling these cases, the backlog on June 30, 1959, was 750 compared with 
692 on June 30, 1957, immediately prior to the passage of the most recent amend- 
ment to the act which increased the Department’s responsibilities. Additional 
technical employees are needed to obtain more extensive coverage in complaint, 
licensing and misbranding work, and eventually to fill vacancies resulting from 
retirement of senior technical employees. At present six employees assigned to 
this activity are eligible for retirement. 


Plan of work 


To handle regular complaint work which has been increasing and which com- 
prises a large part of the workload under the act, additional technical and 
clerical personnel would be added to the staff. The program for checking the 
branding as to grade and State of origin of major fruits and vegetables at ship- 
ping and terminal markets would be stepped up. Most of the technical em- 
ployees will be in almost constant travel status in order to check on as many 
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as possible of the thousands of packers and repackers scattered throughout the 
country who are subject to the act. 


STATUS OF PROGRAM 
CURRENT ACTIVITIES 


This special fund, comprised principally of annual license fees, is used for 
the administration of the Perishable Agricultural Commodities, Produce Agency, 
and Export Apple and Pear Acts. These laws are designed to (1) protect pro- 
ducers, distributors, consumers, and others from unfair and fraudulent practices 
in the marketing of perishable agricultural commodities; (2) prevent the un- 

varranted destruction or dumping of farm products handled for and on behalf 
of others; and (3) promote foreign trade in apples and pears. 

All commission merchants, dealers, and brokers who handle fresh or frozen 
fruits and vegetables in interstate and foreign commerce must be licensed under 
the Perishable Agricultural Commodities Act. Handlers are required to give 
shippers a true and correct accounting for commodities sent for sale in the 
market. Buyers and sellers must live up to the terms of their contracts. False 
or misleading statements, misbranding, ete., are prohibited. 

Any interested party or agency may request the assistance of the Department 
in settling disputes under the law. The Department will promptly communicate 
with the respondent party; make necessary investigation; endeavor to bring 
about an amicable informal settlement; take formal action, if necessary; give 
each party an opportunity to present his side fully ; determine the loss or amount 
of damage to be paid; and issue a formal order calling for reparation. If vio- 
lations are repeated or flagrant, disciplinary action may be taken by the Depart- 
ment seeking to suspend or revoke the offender’s license. The majority of cases 
involve questions of quality and condition. Evidence consists principally of 
inspection certificates and other pertinent documents furnished by complainants 
and respondents. 

Activities under these acts include licensing, collecting fees, investigating and 
handling complaints and violations, and working with growers and shippers to 
correct and prevent misbranding of produce thereby reducing the number of 
potential complaints. 

FINANCING 
License fees 

Annual license fees of $25, together with arrearage fees, and appropriations, 
if any, for this work are deposited into a special fund. With the exception of 
legal services (which are provided from the appropriation to the Office of the 
General Counsel), all expenses for administration of the Perishable Agricultural 


Commodities, Produce Agency, and Export Apple and Pear Acts are paid from 
this fund. 


Revenue and obligations 





Revenue collected and obligations incurred 


Item 
1960 (esti-|1961 (esti- 
mated) mated) 


—_ ee eee 


Fees and arrearages collected gi $532,690 | $674,978 | $673,278 | $670,000 
Appropriation for retirement costs (transferred from 

“atormoting eervienn ) so. Os ose ee ci lle os 25, 400 25, 400 25, 400 
Balance from prior years used _- | 6, 594 79, 300 


ee ‘| 617,489 | 705,272 | 774,700 | 800,700 





SELECTED EXAMPLES OF RECENT PROGRESS AND TRENDS 


1. Perishable Agricultural Commodities Act 


(a) Enforcement program strengthened.—The program of spot checking 
produce to combat the problem of shipment and sale of misbranded produce 
was expanded during 1959 and, for the first time, coverage was provided for 
many of the larger terminal markets. The industry, in general, has accepted 
this program and many favorable comments have been received. 

Investigations were conducted in 29 States and the District of Columbia in 
connection with shipping point activities. During the past year investigators 
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visited 1,447 firms in approximately 179 cities and contacted 2,159 industry 
members. There were 114 repacking establishments checked and 59 firms, where 
previous violations had been found, were rechecked. A total of 1,612 spotcheck 
inspections were made and many more lots of produce were examined for size, 
grade, and State of origin markings. Certifications were issued on 209 violations 
and an additional 25 were corrected at shipping points in the presence of the 
investigator. 

(b) Marketing clinics conducted.—Meetings between the Department and pro- 
duce industry representatives were held in Arizona, California, Florida, and 
Idaho. These clinics afford opportunity to representatives of the Department 
to confer with representatives of the industry, and inform and advise them in 
connection with their problems in the marketing of produce. 

(c) Meeting held with industry groups.—The program to increase understand- 
ing and cooperation between industry and the Department was expanded. Lead- 
ing members of the industry were invited to a second conference, held in Dallas, 
Tex., January 30 and 31, 1959, to discuss administration of the act. Considera- 
tion was given to a number of problems facing the industry. 

One of the problems discussed was that of apparently unjustified rejections. 
The industry group was greatly concerned over power exerted on various mar- 
kets by large buying organizations. In considering this matter it was decided 
that large buyers may not be entirely at fault as some sellers have fallen into 
the habit of shipping produce without a firm contractual understanding. It was 
decided that further study be given to this problem. 

Considerable time was devoted to discussion of requirements of the act insofar 
as they relate to relicensing and employment of individuals whose licenses have 
been revoked or suspended. 

Attention was also devoted to the increasing practice of stopping cars for in- 
spection en route to their ultimate destinations. It was agreed that such stoppage 
en route without prior consent of the seller should constitute acceptance of the 
shipment by the buyer, but would not bar recovery of damages for a breach of 
contract by the shipper. 

Agreement was reached on several points of discussion and, if adopted, would 
require amendments to the act. 

(d@) Number of licenses remains nearly constant—There was a slight decrease 
in the number of licenses in effect during the vear. As of June 30, 1959, there 
were 24,955 licenses in effect compared with 25,032 a year earlier. 

Licensing activity and number of licenses in effect at the end of the past 3 years 
and estimated for 1960 and 1961 are as follows: 


Fiseal year 


Activity 
1959 1960 1961 
(estimated)| (estimated) 


19,806 | 19, 955 19, 955 
5, 149 | 5, 000 5, 000 
5, 226 | 5, 000 | 5, 000 


30, 181 | 29, 955 | 29, 955 
24, 955 | 24, 955 24, 955 


(e) Complaints increase and reparations decrease.—The 8,063 cases handled 
in 1959 ineluded 685 from fiscal year 1958 and 58 reopened during 1959. A total 
of 2,313 of these cases were settled during 1959, leaving T50 cases to be handled 
during 1960. Approximately 8,000 additional inquiries were answered. These 
were received from shippers and dealers seeking advice. The assistance ren- 
dered has aided in settling thousands of disputes which were never recorded as 
formal complaints. 

The decrease in reparation awards over fiscal year 1958 is due, principally, to 
the changing economic conditions in the produce industry. It has become in- 
creasingly more difficult to effect amicable settlements of reparation awards. 
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(f) Analysis of complaint work and Reparations awarded 





Fiscal year 


1959 | 1960 1961 
(estimate) | (estimate) 


Item 





Complaints: 
On Mand, July 1............ Solasiee thas 685 750 
Received or reopened_..............---| 1, 962 Of 2, 378 2, 460 





Total to be handled 2. 654 . 688 3, 063 3, 210 





Formal decisions da “3 223 06 302 320 
Informal amicable settlements... __.._.-| 880 921 | 951 1, 060 
Otherwise closed _ _- oo - es 814 36 | 1, 060 1, 120 
Pending June 30 favcaeuaeet 737 750 





Reparations: 
Awarded-formal orders. - | $234,298 | $592, 662 $440, 389 
Payments-amicable settlements. _.....} 1, 212, 993 | 993, 837 856,172 | 1,000, 000 


1, 025, 000 


1, 485, 000 








MO ee OS a ins | 1, 447,291 | 1,586,499 | 1,296,561 | 1,450,000 


| i 





(7) Basis for settlements.—Most settlements are made on the basis of prece- 
dents established by Secretary’s orders in previous cases handled. These de- 
cisions, published and made available to members of the produce industry, are 
used by them as the basis for settling disputes informally. Cases referred to 
the Department are, in general, those which are difficult and which the inter- 
ested parties are unable to settle among themselves. In fiscal year 1959 there 
were 302 formal decisions compared with 296 the previous year. 

(h) Investigations made and settlements reached.—Of the 3,063 cases handled 
in 1959, personal investigations were conducted on 989 compared with 712 the 
previous year. Of the total, 2,313 were closed including 41 cases submitted to 
arbitration. This was an increase of 34 over the previous year. Settlement 
was effected on the basis of the Department’s determinations. There was an 
increase in 1959 of 310 in the number of complaints closed. 

There were 350 disciplinary complaints filed during the year, including 274 
on misbranding compared with 70 misbranding complaints during 1958. The 
increase in misbranding complaints resulted from concentration at terminal 
markets of the spot-checking program. All misbranding cases but one were 
closed on the basis of warnings and assurance by the offenders that similar vio- 
lations would not recur. The one case involved 12 lots of misbranded potatoes 
wilfully shipped in interstate commerce without correcting the misbranding. 
When the violation was called to the shipper’s attention he refused to cooperate 
in any manner and his license was suspended for 90 days. 

The remaining 76 disciplinary complaints involved questioning the appli- 
cant’s fitness to hold a license, failure of licensees to maintain adequate records 
or render accurate accountings, operating without a valid license, or other vio- 
lations. 


2. Produce agency act cases handled 


There were 38 new cases filed compared with 36 in the preceding year. Cases 
carried over numbered 32, making a total of 70 cases handled during 1959. There 
were 57 cases closed compared with 32 during 1958. Of the closed cases, 24 
were by amicable settlement and the remaining 33 because of insufficient evi- 
dence, lack of jurisdiction, or withdrawn by complainants. There were 13 cases 
pending at the close of the fiscal year. 

Cut flowers was the product involved in most complaint cases. At the close 
of the fiseal year three of the pending cases were in the General Counsel’s office 
awaiting further disposition and two cases were pending with U.S. attorneys. 


8. Export Apple and Pear Act 


Plans were formulated during fiscal year 1959 to amend the regulations 
under this act. Suggestions were received from the industry and a notice of 
proposed rulemaking was circulated in March 1959. The proposals are ex- 
pected to improve the marketing of apples and pears in export as well as aid 
in the enforcement of the act. No complaints were filed under this act during 
fiscal year 1959. 


Mr. Wuirren. Gentlemen, we wish to thank you. 








ment 
iS an 


y 274 

The 
ninal 
were 
r Vio- 
atoes 
ding. 
erate 


Appli- 
cords 
r vio- 


Cases 
[here 
“s, 24 
t evi- 
cases 


close 
office 
neys. 


itions 
ice of 


e ex- 
s aid 
uring 





155 


Turspay, Marcu 1, 1960. 
FOREIGN AGRICULTURAL SERVICE 


WITNESSES 


CLARENCE L. MILLER, ASSISTANT SECRETARY OF AGRICULTURE 

MAX MYERS, ADMINISTRATOR, FOREIGN AGRICULTURAL SERV- 
ICE 

RAYMOND A. IOANES, DEPUTY ADMINISTRATOR, FOREIGN AGRI- 
CULTURAL SERVICE 

W. A. MINOR, ASSISTANT ADMINISTRATOR, FOREIGN AGRICUL- 
TURAL SERVICE 

GUSTAVE BURMEISTER, ASSISTANT ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE.. 

PATRICK M. O’LEARY, ASSISTANT ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE 

ROBERT C. TETRO, ASSISTANT ADMINISTRATOR, FOREIGN AGRI- 
CULTURAL SERVICE 

THOMAS E. MORROW, DIRECTOR, BUDGET AND FINANCE DIVI- 
VISION, FOREIGN AGRICULTURAL SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 


1. Analysis of foreign agriculture and trade___.--.........| $1,201,504 $1, 266, 200 $1, 315, 000 
D,. DESO INIOE -— lskg Nio in andineccncmenndiwanawet 2, 831, 686 2, 252, 100 3, 322, 300 
3. Foreign market promotion. ............................ 2, 139, 369 2, 248, 000 2, 293, 000 
4. Imports controls... .........-...- os ip poinhniriniesiargnaaDibNiniabes 237, 708 245, 000 246, 000 
I UR iii ne dcictic en tcussemnnmve 6, 410, 267 6, 011, 300 7, 176, 300 
5. Relation of costs to obligations: Obligations incurred 
for costs of other years, Net. .............22-ccsccccee NN Date bent ee atiened ccoeuuenensane 
Total program (obligations)...................-..-- 6, 501, 548 6, 011, 300 7, 176, 300 
Financing: 
Comparative transfer from ‘‘ Removal of surplus agricul- 
SUITNES COIN 6 605 5b eek bbs 5s ccmeenncnscstemmeuwen I ON A so ot edseotcndcenaincss 
Unobligated balance no longer available- _..........-..-.- MI Von titecednddting inkiiiancteaun 
New obligational authority. .................-.........- 4, 234, 320 6, 011, 300 7, 176, 300 
New obligational authority: 
BIE. cicnauaidbhiintanmiriinaninaiccauenmeebeseun 4, 002, 300 3, 518, 300 4, 637, 300 
Transferred from— 
‘Removal of surplus agricultural commodities’ (73 
Stat. 606-607 and 1961 appropriation act)_.........--|..---.-.....-- 2, 493, 000 2, 539, 000 
“Conservation reserve program,’”’ Commodity Stabil- 
ization Serviee (73 Stat. 34)... .<<...........2ecene- I UU id cbse baiinactaies Vesa ccnaciinicaeniia 
Appropriation (adjusted): 
eI ce ccinsptaeneinccnees irs lis ne aang iicharrsan at insiobiaot 4, 234, 320 3, 518, 300 4, 637, 300 
OG Ss nda ARIRETETAS ahem nmcton eanion a ipiinniinininietanaws 2, 493, 000 2, 539, 000 





' Includes capital outlay as follows: June 30, 1959, $102,689; 1960, $91,000; 1961, $85,000. 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 


Total number of permanent positions e be Ge Ges 652 708 
Full-time equivalent of all other positions__--- ; 12 2 | 15 
Average number of all employees - -- mama | 609 136 | 691 
Number of employees at end of year-- ce ad 665 ) 699 
Average GS grade and sary <A ; eee ef ee 9. $7, 658 | 2 $7 - B83 
Average salary of ungraded positions - — eee : 2, 746 2, 764 2, 681 


01 Personal services: 
Permanent positions 2 . 7 $4, 368, 482 $4, 563, 900 | $4, 787, 800 
Positions other than permanent. - , : - 5, 999 | 49,000 | 51, 400 
Other personal services - -- -- arabe sx ; 4, 5! 177, 100 270, 800 
Total personal services. --.-- aime , 582, 069 4, 790, 000 | 5, 119, 000 
02 Travel ‘ SimeucsSi eee pa 383, 587 296, 000 446, 000 
03 Transportation of things eb bate : se 9, 968 | 141, 100 170, 000 
04 Communication services ak 3 ‘ 72, O86 | 71, 400 72, 000 
05 Rents and utility services ass ae ; 5 45, 783 49, 000 | 80, 000 
06 Printing and reproduction pene ce : et | 114, 305 | 114, 000 117,000 
07 Other contractual services a : 51, 505 62, 700 103, 000 
Services performed by other agencies. .__- 667, 959 71, 000 632, 000 
08 Supplies and materials_- aw ia 2 P 38, 362 29, 800 36, 000 
09 Equipment : 2 mes 106, 222 78, 000 91, 000 
11 Grants, subsidies, and contributions_.___-_-- = : 278, 187 299, 000 310, 000 
Re aeeee aw: rds, and inde munities. ._- ee ses 10, 034 | 8,000 | 8, 000 
15 ; Seiatsiaite : 1,481 | 1, 300 1,300 


Total obligations. _- ' ae Pe : 6, 501, 548 6, 011, 300 | 7, 176, 390 
| 


SALARIES AND Expenses 1191B (SpecraL Foreign CurrencY 
PROGRAM) 


Program and financing 


| 1959 actual | 1960 estimate | 1961 estimate 





Program by activities | 

1. Market development projects ae $5,445,700 | $6,263,609 | $10, 830, 800 
2. Agricultural attachés___- 192, 839 | 950, 000 

3. Agricultural and horticultural exhibitions.__.-____ cade 1, 275, 000 1, 000, 000 
4. Travel of U.S. agricultural specialists abroad 54, 236 65, 764 |_. 


Total program costs 5, 692, 775 8, 554, 373 | “ale. 830, 800 
Relation of costs to obligations | | 

Costs financed from obligations of other years, net (—)_| 790, 809 C 

Obligations incurred for costs of other years, net__.. ; al “4, 109, 406 2, 791, 000 


| 

Total program (obligations) -_-- 4, 901, 966 12, 663, 779 14, 621, 800 
Financing: 
Unobligated balance brought forward--_-- —6, 441,148 | —6, 905, 245 
Recovery of pr ior year obligations Bo iGideeanncciianenamasaae —25, 307 | 
Adjustment due to chs anges in exchange rates to permit 

conversion to dollar equivalents 313, 07% 
Unobligated balance carried forward _- ‘ : : 6, 905, 245 
Unobligated balance no longer available 
Authorization to expe nd foreign currency receipts (net of | 

proposed = cabrones: to cover balances as of June 30, | 

1960) ‘f . | —5,653,829 | 3, 465, 715 


| 9 309, 093 


—_—_——_—_ |———_  —— 


| 


New obligational authority: | 
Indefinite (proposed in appropriation language above) et 9, 309, 093 
Definite 


Appropriation-...-.- alia glitnicie Dich Mai ia cigineambnib axel ed - -| 9, 309, 09% , 621, 800 


Note.—The gross foreign currency authorization in 1960 is $5,843,378. The schedule above covers foreign 
currency authorizations for 1959 and 1960. The appropriation recommended for 1960 is equal to the unex- 
pe nded balance of previous foreign currency authorizations as of June 30, 1960. All transactions in 1961 
relate to appropriations. 
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Object classification 




































| 1959 actual | 1960 estimate | 1961 estimate 
mate 
: FOREIGN AGRICULTURAL SERVICE 
«US | | 
7 i | 
15 Total number of permanent positions_-_-...............----...| 76 | 75 | 33 
691 Full-time equivalent of all other positions.........______- wal 3 | 3 0 
699 Average number of employees... .--...----- es reas | 69 | 74 31 
- 3 : Number of employees at end of year.-_....-_- nie thnk pebtadda 76 76 | 33 
14, OD —— : a = 
2, 681 Average salary of ungraded positions.............-....----__-- $2, 266 | $2, 370 $2,115 
a (1 Personal services: 
57, 800 Permanent positions... ..............-.2.-.... peueacks $128, 727 | $177, 400 $74, 000 
1, 400 Positions other than permanent_. piss pie whens | 2, 440 } SOG ees. ls tS 
0, 800 Other personal services. ...........-.-.-.-_- site sipapas 52, 164 98, 600 4, 000 
9), 000 ‘Total personal sevice. .2% 5-5 ce e e | 183, 331 | 279, 000 | 78, 000 
6, 000 Pewee. ieresa dens. Bree oe tes 305, 988 | 702, 064 600, 000 
), OOO (3 Transportation of thin; saat eal 12, 036 | 49, 000 35, 000 
ae (4 Communication services. ..._......-.----- eee : 7, 117 | 7,700 8, 000 
> on @ ents and wity services... 2.2.00 /.225-2 22. 30, 437 55, 000 | 27,000 
76 0} Printing and reproduction.......-.- idblnkin a emdans | 9, 096 | 33, 100 35, 000 
oor (7 Other contractual services _ -- soa Meaitis 521] 8, 767,434. | 12, 477, 800 
32, “4 Services performed by other agencies__. aE "528 | 720,000 | 175, 000 
om 08 Supplies and materials_.....-..-...--- Seeeae eed eo : 10, 473 | 13, 200 12, 000 
be NR a a i i hs ons acipine bude Gd sek 3, 690 | 15, 000 | 15, 000 
0, 000 11 Grants, subsidies, and contributions....-.--------__- ; 2,746 | 7,000 3. 000 
ee 13 Refunds, awards, and indemnities_-.-__-- ae : 12 | Ree se 
3 Seen Ati DUDS oS cht ias i oc eck. stance 105 | Hi oe 
6, 300 Total Foreign Agricultural Service.....-....-----___- --| 4,025,080 | 10,648,779 | 13, 465, 800 
ae | — — — — = — 
ALLOCATION TO DEPARTMENT OF COMMERCE | | 
| 
Y a a hae alti tal casted hd etait 25, 553 60,000 | 34, 000 
3 Transport: ition olthines:.. =... 66, 209 140, 000 87, 000 
#4 Communication services...... ...--.-.-- 7,711 | 20.000 | 10, 000 
6 Rents and utility SO VIOES:.. dacteccust cn niiddesewaks 180, 434 | 423, 000 | 229, 000 
6 Printing and revroduction_._-.- seca # siskabiate Si ee 11, 694 | 20,000 | 15, 000 
7 Other contractual services -_-....-- dle a Sigtieshana gnats ste 558, 391 1, 290, 000 735, 500 
bie @ Guppliod and Waterss... oo. nme een diasias 25, 806 60, 000 34, 000 
hy SION cts 15s cadlagaricieeb-veielsimehiowwet ax ‘ 913 1, 500 1, 000 
imate 13 Refunds, awards, and indemnities.........------------- g 175 500 | 500 
~<a Total, Department of Commerce. -.._......----..------- 876,886 | 2,015, 000 1, 156, 000 
I | , 
— | = = 
30, 800 OGRE IE ERINO Gs a.cthinc ices ond beiannsitaanbatgeahinn 4, 901, 966 12, 463, 779 | 14, 621, 800 
00 5 000 € 
— Analysis of expenditures 
30, 800 
a1, 000 1959 actual | 1960 estimate | 1961 estimate 
2 
21, 800 Obligated balance, start of year..........- Septhindetvinnesaciiiedeedl = $6, 409, 622 $6, 645, 314 
Oblig ations incurred during year..........-.-...---- ae 4,9 901, 966 12, 663, 779 
’ Recovery of prior year obligations. _..................---... is RO Sun cdoe cane iz . 
. Obligated balance, end of ye: ir. ---| —6,645, 314 ce 
Obligated balance, end of year, transferred to : appropri iO... cious “ ee 309, 093 
“f DOUG Oss bie pb haw cies its 0tn asses meeps = 4, 640, 967 10, 000, 000 |_. . 
~--=* Status of unfunded allocations 
321. 800 iidintitheibands rear =—_ Sine 
1959 actual | 1960 estimate | 1961 estimate 
521, 800 = Bis ‘1 
. Smendad balence, stort Of YOO... 6c <assncuqnnsonsdédsddosnn $7, 543, 180 $3, 284,608 |__.__. ae 
21, 800 Allocations ee ee ee eee 7 aemaehe 5, 653, 829 5, 843, 378 |_. ae 
Unfunded balance expiring or lapsing B33 J ie Ress Jsatece —84,844 |____ a 
ree Adjustment due to changes in exchange rates to permit con- | 
foreign Version to dollar equivalents. .---- seascineiiaaamaid EE Bo cancers 4 
> unex- nfunded balance, end of year_._------- Semen ona —3, 284, 608 
in 1961 S " ° 
rransfers into agency account........-....-..--.-- 9, 599, 328 9, 043, 142 


Mr. Wurrren. Gentlemen, the committee will come to order. 
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JUSTIFICATION OF THE ESTIMATE 


We would like to have at this point in the record pages 436 through 
439 and pages 443 through 468 of the justifications, exclusive of the 
charts. 

(The pages referred to follow:) 


FOREIGN AGRICULTURAL SERVICE 
PURPOSE STATEMENT 


The Foreign Agricultural Service administers the foreign agricultural programs 
of the Department and develops plans and policies related to the administration 
of the foreign affairs and interests of U.S. agriculture. It disseminates to Ameri- 
can agriculture the basic information essential to aggressive foreign marketing 
of U.S. agricultural products and to making necessary adjustments to meet 
changing situations abroad. The Service works in the following fields: 

Foreign market development.—The Service conducts a broad program designed 
to develop foreign outlets for agricultural products and analyzes competition 
and demand factors relating to foreign marketing. It administers export pro- 
grams, including programs under the Agricultural Trade Development and 
Assistance Act of 1954, as amended, and related authorizations, as well as import 
programs and controls. The Service represents the Department at international 
commodity conferences and on foreign commodity matters at national conferences, 
Work directly related to the development of foreign markets is financed (a) from 
funds, transferred to this appropriation from ‘‘Removal of surplus agricultural 
commodities’”’ (sec. 32 of the act of August 24, 1935, as amended), and (b) with 
foreign currencies accruing from sales of agricultural commodities under section 
104(a) of Public Law 480, the Agricultural Trade Development and Assistance 
Act of 1954, as amended. 

Foreign agricultural trade and analysis.—The Service directs and coordinates 
the continuous economic analysis and interpretation of world conditions and 
developments that significantly affect the retention and expansion of foreign 
markets for American products. It analyzes and interprets world trends in 
foreign agricultural products, trade, price, finance, consumption and economic 
policies of foreign governments as such trends effect U.S. foreign agricultural 
trade. It analyzes the effects of restrictive trade policies on the demand for 
American farm products and develops and coordinates the basic policies and 
programs for the removal or easing of restrictions and for the encouragement of 
world trade in American agricultural products. The Service participates in 
agricultural international organizations and trade conferences. 

Agricultural attachés.—The Service directs and coordinates a worldwide agri- 
cultural attaché service with particular emphasis on the development of markets 
for American products, and on trade reporting from foreign areas designed to aid 
American farmers and exporters. 

Agricultural and horticultural exhibitions.—The Service participates in foreign 
agricultural and horticultural exhibitions with foreign currencies accruing under 
section 104(m) of Public Law 480. 

Assistance to International Cooperation Administration.—The Service also pat- 
ticipates in the administration of the agricultural portion of the foreign assistance 
program with funds allocated from the International Cooperation Administration. 
This work includes coordination of the Department’s participation in the program 
and direction of the training program for foreign agricultural leaders, and the 
providing of technical information and advice in connection with the operation of 
the agricultural technical assistance program in foreign countries. 

As of November 30, 1959, there were 830 employees in the Foreign Agricultural 
Service. Of this total, 648 were paid from the appropriation ‘Salaries and ex- 
penses, Foreign Agricultural Service,’ 77 were paid from foreign currencies, and 
105 were paid from allocations and reimbursements from other agencies. Of the 
total number of employees, 579 were located in Washington, D.C., 4 in the United 
States outside the Washington metropolitan area, and 247 were stationed i 
foreign countries. 
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Appropri- | Budget 
ated, 1960 estimate, 
1961 
Salaries and e xpe enh CEE TEE ee Ot Ene See. eee gidire ahpte aaitied $3, 518, 300 $4, 637, 300 
Transfer from ‘‘Removal of Surplus Agricultural Commodities’. pace 2, 493, 000 2, 539, 000 
Salaries and expenses (special forei7n currency program)_...........__--- - 15, 843, 378 14, 621, 800 
etal 2 A SPtce oe Ai isa EOE OS RE Wg EOE Dee ae See 11, 854, 678 21, 798, 100 


1 Represents allocations of foreign currencies by the Budget Bureau. Obligations of foreign currencies 
in U.S. dollar equivalents are estimated at $12,598,015, in fiscal year 1969. 


Salaries and expenses 


RNSTAUTNRRONE, PN LO oe ee ee ee Pree ee ge $3, 518, 300 
| Transfer from “Removal of surplus agrieultur: il commodities” -. 2,493, 000 
DANO SOP 1068. oo bs ech saenkneee ce ee eee 6, O11, 300 
Budget estimate, 1961: 
Salaries and e xpenses_ _ - _. $4, 637, 300 
Transfer from ‘Removal of surplus agricultural 
commodities’ __ —- Ss eaten eines aoe ghigree zoo cia ee 539, 000 
— , 176, 300 
DONO 6 Sallie dk hella dash Det 8 bts akties aie dae acestive 1, 165, 000 
SUMMARY OF INCREASES, 1961 
Salaries and expenses: 
To analyze the potential for larger exports resulting from regional 
economic integration_-___- “a $15, 000 
To provide for collection, evaluation, and one of East 
Kuropean agricultural data_ _ - 25, 000 
To provide in this appropriation the dollars to pay attaché ex- 
penses paid in 1960 from foreign currencies - - - 950, 000 
To provide for opening attaché posts in selected Iron Curtain 
countries in Eastern Europe, and an additional post in Afrieca__ 110, 000 
For employee health benefit costs pursuant to Public Law 86— 
(a ee ee a ae nana hs ia umm Mase rasta os ek ates 19, 000 
POUR soma suas anew Mane ee cee soe ee 119, 000 
Transfer from ‘‘Removal of s surplus agricultural commodities” 
To strengthen the international trade fairs program i 30, 000 
For employee health benefit costs pursuant to Public Law 86—- 
i iene ira te As ha aed ee EE SB ec eke eee ee Ree 16, 000 
SES ok ge aie Rated a Mckee eed Aa we oe ewe we 46, 000 


52635—60—pt. 2——-11 





Project 


Salaries and expenses: 


1. Analysis of foreign agriculture and 
trade std catekcdisameaeiiianacell 
2. Agricultural attachés 
ng 5 tetiicennacadte wedi biinnwiow 
Removal of surplus agricultural com- 


modities (transfer): 
3. Foreign market promotion... . 
4, Import COMMIS, .nncc aces eens csn-s- | 


Subtotal. ...-<<+. 
Total employee health benefit costs (Pub- 
lic Law 86-382 aetidecatsim illite wieaas 
Total obligations or estimate dil 
Deduct: Transfer from ‘‘ Removal of sur- 
plus agricultural commodities” 
Unobligated balance, salaries and expenses 
Transfer from ‘‘Conservation reserve 





program, Commodity Stabilization Serv- | 
| ee SS ‘ . 


Total appropriation or estimate----| 
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Project statement 


1959 


$1, 215, 860 
2, 865, 154 


4, 081, 014 


2, 179, 950 | 
240, 584 | 





2, 420, 534 


| 16, 501, 548 





— 232, 020 


1960 esti- 
mated 


$1, 266, 200 


tb 


3, 518, 300 


2, 248, 000 
245, 000 


2, 493, 000 


2, 252, 100 | 


6, 011, 300 


~2, 493, 000 | 


4,002, 300 | 3, 518, 300 








Increase ( 
creas 


Health 
benefit 


costs (Pub- | 
lic Law | 


86-382) 


+$8, 800 
+10, 200 


+-19, 000 


+15, 000 
+1, 000 


Se 


+) or de- 
e (—) 


Other 


+$40, 000 
+1, 060, 000 


+1, 100, 000 


+30, 000 





+16, 000 | 


| 
(+35, 000) | 
+35, 000 | 


—16, 000 


+30, 000 


(+620) 


+1, 130, 000 





1961 esti. 
mated 


315, 000 
322, 30 


4, 637, 300 


‘y 


9 





176, 30 


539, 000 


| +19, 000 |+1, 100,000 | 4, 637,300 
| 


1 Applied costs for 1959 are $6,410,267. The difference of $91,281 reflects primarily, the excess of equip- 
ment, printing and reproduction ordered in 1959 over amounts used in that year, 


STATUS 


Current activities 


OF 


PROGRAM 


Current information of foreign agricultural production, markets, policies, and 


gathered, 
and 


are 


competition 
farmers, business, 


analyzed, 
Government. 


interpreted 
| his 


information 


and 


is 


disseminated 


to 
made available, it 


US 


person and through publications, wherever decisions are made on important 
foreign economic and other problems so that the interests and problems of the 
U.S. farmers may be taken into account in making those decisions 

The expansion and stabilization of world trade, particulary in agricultural 
products, is actively encouraged through the removal of barriers to trade, the 
solution of monetary problems, the study of foreign competition with Americat 


¢ 


products, the analysis of market situations affecting the sale of agricultural con- 
modities through the world, and making the information obtained available t 
the U.S. farmers, processors, exporters, and other interested groups. 


U.S. 


development of international agreements. 


Agricultural 
represent U.S. 


attachés are stationed in 51 
agriculture at those posts. 


countries throughout 
The attachés’ 


agricultural interests are represented and their position presentedi n thi 


the world to 
work includes a com- 


prehensive system of reporting to meet the needs of U.S. agriculture, to act a 
the voice of American agriculture at the posts, and to take necessary action in 
the development of foreign markets for U.S. agricultural products. ~ 

A broad program is carried out for the development of markets abroad for 


U.S. agricultural products in surplus or potential surplus supply. 


Export pro- 


grams, including those under the Agricultural Trade Development and Assistance 
Act, Public Law 480, and related authorizations, as well as import programs and 
controls are administered by the Service. 

Work directly related to the development of foreign markets is financed from 
section 32 funds (‘Removal of surplus agricultural commodities’’). 
in 1960 these funds were transferred to and merged with the direct appropriatior 
of the Foreign Agricultural Service. 


Beginning 


a pee ih . ee lie 





ated 


315, OM 
322, 301 


637, 30 


293, 000 
246, 000 


539, 00 


(35, 620 


176, 30 





539, 000 


, 637, 300 
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Selected examples of recent progress 


Analysis of foreign agriculture and trade 

1. Agricultural exports in fiscal year 1959 sixth highest on record.—As shown on 
the following table, U.S. agricultural exports totaled $3,719 million in fiscal year 
1959, 7 percent less than the $4,003 million in 1958. Alltime high was 1957’s 
$4,728 million. Largest value changes among the export groups were the 49 
percent reduction in cotton exports and the 16 percent increase in grains and 
feeds. In the latter group, wheat was up 7 percent over 1958; feed grains, 35 
percent; and rice, 7 percent. Among the other major export groups, vegetables 
incre: ised by 12 percent, vegetable oils and oilseeds by 3 percent, and tobacco by 
2 percent, while fruits de hind by 13 percent and livestock products by 9 percent. 


U.S. agricultural exports, fiscal years 1958 and 1959 





Commodity | 1958 | 1959 Change 

—————_——————__ -__—_ — ——_-_—-—-_——— | | |] — 
Million Million 

dollars dollars Percent 
Cotton....-. a ca ba ccc RR la 841 413 —49 
Grains and feeds !__.__ Katucdwwtdeomas spa ueecwastaaes sec) 1,318 1, 523 +16 
Tobacco, unmanufactured_...._...-........-- ih ath ett oe 343 350 2 
Eee Ol GG OMNGOGS 8 ous. cca cdcdcdGadtccasecncudunccdon | 413 425 +3 
Fruits and preparations _ - pukem ibe Akodeekbeaie ts — aoa 262 229 —13 
Vegetables and preparations !..._....................._...__--| 121 135 +-12 
OI SIND Toe gs so 5 oc a dace Sanh bade, 585 532 -9 
a aah a i ar a i ER ER ee 120 112 —7 
NS cbbdeeties es cc eens bintkedseteis eas sdaownad 4, 003 3, 719 —7 





1 Includes private relief, mostly CCC donations to private welfare agencies for overseas distribution. 


2. Production from 1 out of 8 acres exported.—Agricultural exports in fiscal 
1959 represented the output of approximately 41 million harvested acres. This 
means that the production on 1 out of every 8 harvested acres was exported 
(chart 1). In fiscal year 1958, the output of 50 million acres (1 acre out of each 6% 
of cropland) moved abroad. Exports in 1959 required financing, inland trans- 
portation, storage, and ocean transportation for over 32 million long tons of 
cargo—enough farm products to fill 800,000 freight cars and 3,200 cargo ships. 
In moving these products, an average of nine ships a day weighed anchor. 

3. Export market benefits many U.S. farm commodities.—U.S. agricultural 
exports of some farm commodities comprise important segments of domestic 
output ranging from one-fourth for barley to three-fifths for dry edible peas. 
However, with some 1959 exports particularly cotton coming largely out of CCC 
inventories which include the production of earlier years the percentages shown 
in the following table do not in all instances measure the amount of a given crop 
that was exported in fiscal year 1959. This was particularly true of cotton. 


U.S. agricultural exports in fiscal year 1959 compared with 1958 production 





red 
Commodity am ¢ Unit | Exports | Production | Comparison 

ee ae —E } Se ee — SD 

| | Million units | Million units Percent? 
Dry edible peas ..| Bag. ol 1.5 2. 48 60 
Milled rice. ee 14, 1 30. 6 46 
Tallow. I Pound 1,117.0 | 2, 739 | 41 
Dried prunes... . \. do ie 63.0 194 32 
Soybeans and oil ca | Bushel | 183. 0 574 | 32 
Tobacco (farm sales weight) -- Pound | 534. 0 | 1, 758 30 
Wheat and flour ; Sesencd ..-} Bushel.._-..| 443.0 1,462 | 30 
Cotton. ; ieee | Bale | 3. : 11.6 | 27 
Rye. ba thee wanes) | 8.5 | 32.5 | 2 
Barley (grain)... is , ; cianiaiaaie Riis site 112 0 | 470 | 24 

| | 


4. Exports of feed grains and soybeans highest on record.._Feed grain exports 
Were up one-third in fiscal year 1959 over 1958. Exports of the 4 major grains 
corn, barley, grain sorghums, and oats—including principal products—increased 
from 9.2 million short tons in 1958 to 12 million in 1959, a record high. There 
Was a strong increase in European demand for U.S. feed grains, mainly sorghum 
grains and barley. Soybean exports were up one-seventh and also set a new record 
in 1959. Volume increased fromn 88 million bushels in 1958 to 108 million in 1959, 
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with large quantities again going to Western Europe, Japan, and Canada. The 
improved European demand stemmed from shorter copra supplies and reduced 
northern Huropean soybean stocks. Exports to Japan were up as a result of 
that country’s break in trade relations with Communist China. 

5. Agricultural exporis excluding cotton in fiscal year 1959 ahead of 1958 by 5 per- 
cent.—-°-xcluding cotton, exports totaled $3,306 million in 1959, 5 percent more 
than the $3,162 million in 1958. The big commodity drop from fiscal year 1958 to 
1959 was in cotton; a drop of 49 percent, from $841 million to $413 million. Re 
duced foreign demand for U.S. cotton reflected: (1) Larger beginning stocks and 
production in foreign exporting countries, (2) weaker demand for and larger in- 
ventories of foreign textile goods, (3) substantially lower prices for most foreiga 
growths compared with equivalent qualities of U.S. cotton, and (4) prospects for 
larger production of and lower export prices for U.S. cotton starting August 1, 
1959. 

6. Tobacco export sales higher in fiscal 1959.—The total value of U.S. unmanu- 
factured tobacco exports in fiscal 1959 is estimated at $353 million—$10 million 
higher than for fiscal 1958. Volume was about the same for both years and the 
increase in value reflects slightly higher export prices. Regular dollar sales in 
fiscal 1959 amounted to about $324 million, compared with dollar exports of $317 
million in fiscal 1958. Foreign currency sales (Public Law 480 and sec. 402 of 
Public Law 665) totaled about $29 million in fiscal 1959, compared with $26 million 
the previous year. 

7. Wheat and rice exports substantially «mproved.—In addition to the export 
records set by feed grains and soybeans, exports of wheat and rice, which had 
declined in fiseal year 1958 from record peaks in 1957, showed substantial improve- 
mentin 1959. Exports of wheat and wheat flour increased from 403 million bushels 
in 1958 to 443 million in 1959 (chart No. 2). Last year’s wheat exports were 
stimulated by larger shipments to Brazil and Europe, but the bulk of the gain 
came from expanded title I exports to India. At the same time, milled rice 
exports increased from 11.8 million bags in 1958 to 14 million in 1959 (chart 
No. 3). 

8. Exports of fats and oils also improved in fiscal year 1959.—Exports of edible 
vegetable oils (cottonseed oil and soybean oii) increased from 926 million pounds 
in fiscal year 1958 to 1,179 million in 1959. The increase in exports of edible 
vegetable oils reflected stepped-up programing under title I for Spain, Turkey, 
and Yugoslavia. Both lard and tallow exports also improved in 1959, but lower 
prices kept the volume gains from being reflected in the values. Lard exports 
increased from 400 million pounds in 1958 to 464 million in 1959; and edible and 
inedible tallow, from 1,096 million to 1,117 million. Increased domestic output 
and lower export prices began to stimulate exports of animal fats and oils in late 
1959. 

9. Shift in major export markets.—U.S. agricultural exports to the 14 leading 
markets, as shown in the following table, accounted for 72 percent of total ex- 
ports in fiscal year 1959 compared with 71 percent in 1958 (chart No. 4). Exports 
to 6 of the 14 countries dropped appreciably in 1959; the United Kingdom, 
Japan, West Germany, Italy, Korea, and Mexico. Sharply reduced shipments 
to Japan caused that country to fall from second place in 1958 to third place in 
1959 as a market for U.S. farm products. Japan is usually the second largest 
outlet but in 1959 its purchases of U.S. cotton fell sharply as Japan’s textile 
industry coped with overproduction, excess capacity, and lagging demand. In- 
creased title I shipments to India brought that country up from sixth to fifth 
place, displacing the Netherlands as one of the top five foreign markets. 


U.S. agricultural exports by country of destination, fiscal years 1958 and 1959 
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10. Agricultural exports under Government-financed programs somewhat larger.— 
U.S. agricultural exports under Government-financed programs were $1,259 mil- 
lion in fiscal year 1959, somewhat ahead of the $1,246 million in 1958. The year’s 
export program activity was marked by substantial gains in title I and barter 
shipments and increases in mutual security exports. Relief shipments declined, 
including both the emergency-type relief programs under title IT and the welfare- 
type programs under title III of Public Law 480. These Public Law 480 and 
mutual security exports accounted for 34 percent of farm product exports in 1959 
compared with 31 percent in 1958. 

11. Agricultural exports outside of Government-financed programs decreased.— 
Exports outside of Government-financed programs were $2,460 million in fiscal 
year 1959, about $300 million less than in 1958. About a third of the decline was 
due to smaller Export-Import Bank loans. Sales outside of Government-financed 
programs accounted for 66 percent of total farm product exports in 1959 com- 
pared with 69 percent in 1958, Exports outside Government-financed programs 
include, in addition to unassisted commercial transactions, shipments of some 
commodities with governmental assistant in the form of (1) short-term credits, 
(2) sales of Government-owned commodities at less than domestic market prices, 
and (3) export payments ir eash or in kind. 

12. Agricultural exports almost double supplementary agricultural imports.— 
Supplementary imports—consisting of products most nearly like those produced 
by U.S. agriculture—totaled $2 billion in fiscal year 1959. The ratio/of agricul- 
tural exports to supplementary imports was 1.8 to 1. In other words, exports 
were almost double imports of like commodities. Excluding cane sugar imports 
which are classified as supplementary but are under import control, the ratio was 
2.5to 1. Supplementary imports were the largest in 8 years. The gain was due 
mainly to larger imports of cattle and meats. Other agricultural imports consist- 
ing of complementary items—coffee, natural rubber, cocoa beans, bananas, etce.— 
which are not produced commercially in the Unted States totaled $2 billion in 
fiseal 1959, down 5 percent from fiscal 1958. 

13. Prospects for U.S. exports of cotton analyzed.—The competitive forces that 
are likely to confront U.S. cotton in world markets during the next few years 
were analyzed. Despite the upturn in world carryover of cotton in 1958-59, the 
longer term outlook for cotton was found more promising. The assumptions of 
increased population, improved economic conditions, lower and more stable cot- 
ton prices, and plentiful cotton supplies foreshadow increased cotton trade and 
consumption. However, to achieve a closer balance between supply and disap- 
pearance, some cutback in plans for increasing production may be necessary in 
countries that cannot maintain production incentives and large stocks of cotton. 
The report points out that cotton’s competitive position with manmade fibers, 
and the total demand for cotton, will be improved by increased research; more 
effective market development; promotional, technical assistance, and aid pro- 
grams; and improvements in cotton quality and merehandising. As a leader in 
all of these activities, the United States can be expected to participate to a major 
extent in the world trade in cotton. 

14. Competition study of Russia’s cotton production, consumption, and trade. 

A team of U.S. cotton specialists, including an FAS representative, visited Russia’s 
cotton producing areas, gins, experiment stations, mills, and agricultural colleges 
to study Russia’s present and potential status in world cotton production, trade, 
and consumption. The report showed that Russian cotton production, trade, 
and consumption have increased steadily in postwar years, placing that country 
second only to the United States in all three categories prior to 1958, when Com- 
munist China probably moved into second place. Production in 1958-59 reached 
nearly 7 million bales, consumption 5.7 million, export 1.5 million, and imports 
(mostly Egyptian-type cotton) 0.5 million bales. Production was doubled during 
the past 10 years, and a further increase of about 30 percent is planned by 1965. 
Such an increase (over 2 million bales), if attained, can be either absorbed on the 
domestic market, where it is needed, or exported under bilateral trade arrange- 
ments, as most cotton exports have been handled in the past. Price is not neces- 
sarily an important factor under the Communist trading system. 

15. Competition study of South American cotton.—For the purpose of assessing 
their influence in the years ahead on the competitive position of U.S. cotton in 
foreign markets, on-the-spot studies were made of the raw cotton and cotton 
textile economies in each of seven cotton producing countries in South America. 
hese countries account for practically all of the production and 94 percent of 
the consumption on that continent. Some of the more significant findings follow: 

In south Brazil, cotton production will continue to be influenced to a much 
greater extent by the fortunes of coffee than by world cotton conditions. Some 
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relatively unprofitable coffee acreage may be shifted to cotton, with the bulk of 
any expansion in production reflected in increased exports. The greatest outlet 
for Brazilian cotton will continue to be the domestic market. 

In early 1959, Argentina completed a disastrous cotton harvest, involving a 
drop in production of more than 50 percent. This decline is mainly attributed 
to severe pink bollworm infestation, although excessive moisture was also a 
factor. With the current crop substantially smaller than domestic mill require- 
ments, and with uncertainty existing over the effectiveness of pink bollworm 
control measures during the coming year, there is a distinct possibility that 
Argentina may become a significant market for U.S. cotton during the 1959 and 
1960 marketing years. 

Peru has expanded production of extra long staple cotton in recent years, 
Nevertheless she is prone to hold the United States accountable for the low level 
of cotton prices rather than recognize that Peru has contributed to the chronic 
world surplus of extra long staple cotton and, consequently, to weakened prices 
for such cottons. 

Colombia has made rapid strides in expanding both production and consump- 
tion of cotton, but import requirements have held generally constant. Efforts 
toJachieve a balance between foreign exchange earnings and expenditures have 
made it more difficult and expensive to import textile machinery and raw cotton. 
The effect has been to encourage domestic production of cotton while at the 
same time to retard expansion of mills. If these divergent trends are not arrested, 
Colombia’s cotton import requirements and U.S. exports of cotton to Colombia 
may decline—possibly reaching zero. 

16. Study of Communist China’s cotton textile exporls—An FAS report on com- 
petition from Communist China’s cotton textile exports received worldwide dis- 


tribution and aroused considerable comment in the trade press in view of the: 


univeral interest in the subject. Communist China has made a concerted effort 
in recent years to reenter and expand trade with free world countries, and cotton 
textiles have been an important item in this trade drive. The drive was made 
possible by a tripling of cotton production in the last decade and by increased 
cotton mill capacity, which in turn was a direct result of expanded primary 
production of textile machinery. Communist China emerged as a large-scale 
supplier of cotton textiles when in 1958 an estimated 450 million yards were 
shipped to world markets. This volume is nearly double the previous record 
established in 1956. It adversely affected U.S. exports of raw cotton to some 
of the most important customers for U.S. cotton. 

The “target” of the Communist Chinese trade drive seemed to be southeast 
Asia, particularly Indonesia, Hong Kong, Thailand, and Malaya—although 
Western Europe and Africa were also affected. These inroads were accomplished 
by prices considerably under world levels for similar goods and other inducements 
such as low-interest-bearing, long-term loans; aggressive selling methods; and 
techniques heretofore unused by the Chinese Communists. Some countries 
countered by adopting antidumping measures, others by an outright ban on trade 
with Red China. 

17. Filled milk in Philippines reduces demand for U.S. evaporated milk.—A 
recent survey indicates that production of canned filled milk by plants in the 
Philippine Islands, the major foreign market for U.S. evaporated milk, is expected 
to reach 3 million cases in 1959. This is causing considerable shrinkage in the 
market for this product, which has been supplied principally by the United States 
and the Netherlands in the past. The local filled milk, packaged similar to U.S. 
evaporated milk, is made with refined coconut oil (6 percent) and nonfat dry 
milk (20 percent). The total solids percentage is thus almost identical with that 
of U.S. evaporated milk which is 7.9 percent butterfat and 18 percent other solids. 
Imports of U.S. evaporated milk have declined from over 2.8 million cases In 
1956 and 1957 to less than 2.3 million in 1958, and 1959 imports are expected 
to be about 1.4 million. However, there is a well defined preference for U.S. 
brands, especially for infant feeding. As a result U.S. evaporated milk is now 
holding its share of the reduced imports (95 percent of 1958 total imports), 
although the average retail differential of about 6.5 cents per 14%-ounce can 
over local filled milk is substantial. It appears that U.S. producers may expect 
a market for their product for a considerable period of time in the Philippines, 
but at lower levels than in the past. 

18. U.S. dry whole milk in Venezuela.—An on-the-spot study disclosed that the 
United States is facing severe price competition from European brands of dry 
whole milk in Venezuela, the largest foreign market for this product. The average 
retail price of three leading U.S. brands of dry whole milk, in 5-pound cans, In 
December 1958 was 67.5 cents per pound, compared with an average price of 52 
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cents for three leading Dutch and Danish brands and 46.7 cents for four other 
prominent European brands. Thus, U.S. brands were being undersold by an 
average of about 15.5 cents and 21 cents per pound, respectively. The Vene- 
guelan Government is seeking to expand the dairy industry by paying a substantial 
subsidy to milk producers and by encouraging the sale of locally produced diy 
whole milk, The prevailing retail price of the latter, which is similar in composi- 
tion to many imported brands, was 51 cents per pound, 16.5 cents per pound below 
the price of selected U.S. brands. In encouraging importers to purchase and 
distribute the local product, the import duty of 6.8 cents per pound is waived on 
each 5 pounds imported if 1 pound of local production is purchased and distribtued. 

Denmark, Canada, and the Netherlands furnish the principal competition for 
U.S. dry whole milk. U.S. exports have declined from 36 million pounds in 1955 
to 24 million pounds in 1958. The U.S. product is favored currently by a lower 
freight cost, faster delivery service, and consumer preference, but, unless prices 
of U.S. brands become more competitive, a further decline in exports to Venezuela 
may be expected. 

19. Fats and oils economy of Argentina analyzed.—Argentina is a major exporter 
of linseed oil and at times has exported substantial quantities of edible oils. The 
study shows that annual production of edible vegetable oils during the next few 
years is likely to range from a quantity just somewhat short of meeting domestic 
consumption to a moderate exportable surplus. The determining influence will 
be fluctuations in prices to farmers for sunflower and peanuts relative to prices for 
competitive crops. This assumes that growing conditions will not deviate greatly 
from the average. The trend in flaxseed acreage will, to a large extent, depend on 
price relationships between wheat and flaxseed. With favorable weather, Argen- 
tina is likely to continue to have large quantities of linseed oil available for export. 

20. Fats and oils industry in West Africa investigated.—The study revealed that 
the production and exports of peanuts, palm kernels, and palm oil will increase 
somewhat in the next few years. Domestic consumption of palm oil will increase 
as population rises, so that net future exportable supplies of this oil may be cur- 
tailed. Improved marketing and processing techniques have in recent years 
resulted in higher quality products being exported from West Africa. Much of 
the palm oil is now being used for edible products, whereas formerly it was used 
for soap and other industrial products. 

21. ltalian deciduous fruit industry expanding.—Intensive plantings of apples 
began in 19438, and the 1958 crop set a new record which was six times prewar 
production. Pears and peaches have expanded sharply, but not as rapidly as 
apples. Italian production will trend sharply upward during the next few years. 
Despite this sharp upward trend in Italian production, the United States can 
continue to export high quality apples and pears to northern Europe. 

22. Brazil to continue as large wheat importer.—Results of Brazil’s wheat expan- 

sion program were surveyed to determine prospects for continued expansion in 
production and other developments likely to affect the future competitive status 
of U.S. wheat and flour in that market, The expansion program was inaugurated 
in the late 1930’s to reduce drains on foreign exchange required to finance the 
country’s increasing wheat requirements and assure sufficient foreign exchange 
for purchase of raw materials and equipment needed for the country’s expanding 
industrialization. Measures to accomplish these objectives included producer 
price supports, compulsory use of homegrown wheat by domestic flour mills, 
Government control of wheat and flour imports, refusal of imported wheat to 
flour mills until fixed quotas of indigenous wheat had been purchased, and tech- 
hical aid to growers. 
_ The success of the program in bringing about more than a sevenfold increase 
in wheat production in less than two decades ranks as one of the most outstanding 
accomplishments in the history of Brazilian agriculture. But the increase was 
outbalanced by population growth and the increased demand resulting from 
higher consumer purchasing power and improvements in dietary standards. At 
current consumption levels, Brazil will need 4 million tons of wheat annually 
by 1970. Largely because of high production costs, competition for use of the 
land, and availability of abundant supplies at lower prices from Argentina and 
the United States, there is little likelihood of acreage expanding sufficiently to 
take care of more than 30 to 35 percent of anticipated requirements. The bulk 
of the import requirements will continue to be supplied by Argentina and the 
United States. 

23. Foreign government wheat production and trade policies—Studies made 
during 1959 show that virtually all of the wheat now produced in foreign importing 
and competing exporting countries is grown and marketed under some form of 
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governmental support and assistance. For both importing and _ exporting 
countries, the overall objective is maintenance of desired levels of agricultura| 
income and satisfactory balances of foreign exchange. 

In importing countries such measures include producer price supports; subsidies 
for production requisites; compulsory use of specified percentages of homegrown 
wheat; subsidies to flour mills and consumers to soften the impact of high support 
prices; and import controls, especially governmental monopolization of imports, 
import licensing systems, foreign exchange controls, and bilateral trade agreements, 
In exporting countries they consist mainly of steps to facilitate the sale of sur. 
pluses abroad while at the same time assuring that returns to growers will not 
fall below a minimum guaranteed for the entire crop. They include producer 
price supports; governmental monopolization of exports; barter and_ bilateral 
agreements; and more or less indirect subsidies through arrangements for govern- 
mental absorption of losses on exports. 

The effect of such measures in importing countries has been increased produe- 
tion, even though costs are higher than in exporting areas; increased production 
of high-yielding varieties at the expense of quality; increased technical difficulties 
in milling flour of desired quality because of the frequent adjustments in milling 
procedures necessitated by changing extraction and incorporation rates; increased 
consumer prices for wheat and wheat products, except when compensated by 
subsidies; and such increases in supplies of low-grade wheat that some of the 
traditionally deficit countries find themselves with surpluses which have to be 
diverted to feed use or into export channels. 

In exporting countries, such measures have resulted in maintaining production 
at high or even increased levels; elimination of the possibility of farmers to sell 
wheat on the open market; increased government to government sales under 
bilateral and barter agreements and in some instances encroachment upon tradi- 
tional markets of other exporters by new suppliers. The combined effect of 
governmental intervention in wheat importing and exporting countries has beer 
failure to adjust the world’s supply to effective demand. 

24. Record world bread grain harvest in 1958.—World production of bread 
grains was analyzed as the basis for evaluating import requirements in different 
parts of the world, as well as potential U.S. competition from surplus producing 
areas. This is the only source of production tables showing detailed country data 
and estimated totals for the entire world. They are widely used in U.S. trade 
circles and are in general use by governmental officials and the trade of a number 
of foreign countries. 

The last survey showed the Soviet Union has been the world’s ranking wheat 
producer in recent years. The record U.S. harvest in 1958 was only about two 
thirds the volume of the record Soviet outturn. A sharply expanding wheat 
production in the Soviet Union indicates that U.S. exporters will face expanding 
competition from that source. The Soviets are also the world’s leading rye 
producer, with that country’s 1958 crop accounting for 45 percent of the world 
total. 

25. Record world corn crop in 1958.—An all-time record corn crop in the United 
States was the main feature of the record world production in 1958. A new record 
was set in the Soviet Union, also, marking some success in the Soviet program for 
greatly expanded corn production. At the new high, however, Soviet production 
was only 7 percent of the world total in contrast with the U.S. share of 52 percent 
of world corn production. 

26. World rice acreage, production, and trade at high level_—Studies of the 
world rice crop revealed that world rice acreage increased steadily in recent years. 
Also, improved cultivation practices raised the average yields per acre. There- 
fore, world rice production is now at an unusually high level. The June and 
November production summaries inform the U.S. rice industry of possible devel- 
opments in rice surpluses or shortages in foreign countries. They are the only 
complete world rice crop forecasts available. 

A report on Burma’s new bumper rice crop and prospective export surplus was 
published. The study included current trade agreements and price prospects. 
Burma, the leading world exporter of rice, is a strong competitor for U.S. markets. 

27. Competitive postition of U.S. hops in world markets.—An on-the-spot survey 
showed high world market prices for hops during recent years because world 
production was not keeping pace with increasing world demand for beer. This 
encouraged producers in competing exporting countries to expand hops production 
The 1958 world crop reached an alltime record of almost 174 million pounds 
compared with the previous record of 147 million pounds in 1957. The increase 
took place mainly in the United States, Germany, Czechoslovakia, the United 
Kingdom, France, Canada, and Yugoslavia. 
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Despite increasing competition for export markets, U.S. exports in 1957-58 
(September-August) reached an alltime record of 16.9 million pounds. They are 
expected to remain at about the same level in 1959-60. Reasons are growing 
appreciation in foreign breweries of the value of U.S. hops for light beers, the 
availability of hops of excellent quality from the United States at reasonable 
prices, expectations of a continued high level of beer consumption in foreign 
countries as consumer purchasing power improves, and the good merchandising 
practices of U.S. exporters of hops. 

28. Australian livestock and meat industry and the U.S. producer.—This study 
analyzes current trends in the livestock industry of Australia and appraises the 
potential for further expansion in production of meat and other livestock products. 
The U.S. producer faces increasing competition from Australia—both in the U.S. 
market and abroad. Meat production in Australia is now at an alltime high. 
Cattle and sheep numbers have increased 33 percent since World War II. Gov- 
ernment policy and high prices are expected to encourage further expansion. 
Within the last year, U.S. imports of Australian beef and mutton have increased 
sharply and attained a significant level for the first time. The report points out 
that Australia is likely to continue to ship meat to the United States in quantities 
sufficient to offer considerable competition to the U.S. livestock industry. 

29. U.S. variety meats in world markets.—Exports of U.S. variety meats have 
shown a spectacular increase in recent vears. They have become so important to 
the U.S. livestock industry that an analysis of trade among major producers, 
exporters and importers has been made to show the U.S. position in world markets. 
The study points out those countries in which production is increasing and from 
which increasing competition can be expected. It also notes that nearly every 
country that imports variety meats imposes some sort of restriction; many of 
these are directed primarily at the United States. Production of variety meats 
in the United States is increasing at a faster rate than consumption. With a 
mounting surplus, the immediate problem is to increase exports in the face of 
mounting world competition and marketing problems 

30. U.S. hides confronted with increased competition in world markets.—An 
analysis of the international hide and calf and kip skin markets shows that keen 
competition has developed in recent years. U.S. hides have been exported only 
a relatively short time, and exporters are behind competitors in the processing 
and packing expected by buyers in importing countries. U.S. methods of hide 
preservation, although adequate for domestic shipment, frequently result in hides 
arriving at foreign ports in unsatisfactory condition. Some ot the principal 
competing countries have special arrangements, such as trade agreements or 
preferential tariffs, with importing nations which give them an advantage over 
U.S. exporters. Increased use of synthetic materials by shoe manufacturers is 
reducing world consumption of hides. 

31. Increased tariffs and barriers to exports of U.S. tobacco and cigarettes.—Since 
1957 about 60 countries and areas have increased the import duties on tobacco and 
tobacco products or made preferential or bilateral arrangements for tobaccos from 
certain sources. In about three-tourths of these cases the increased barriers have 
the most adverse effect on U.S. tobaccos. 

The most important of these actions were taken by the United Kingdom, 

Australia, Portugal, the Philippines, and six members of the European Economic 
Community. The latest moves against U.S. tobacco are by Venezuela and Cuba 
which are attempting to eliminate imports of U.S. cigarettes. Venezuela imports 
about 2.5 billion U.S. cigarettes per year (equivalent to 6.25 million pounds of 
tobacco) and Cuba imports 444 million cigarettes (equivalent to about 1.1 million 
pounds of tobaeco). 
32, Highimport duty for tobacco proposed for the European Economic Community.— 
lhe effects of the 30-percent 9d valorem duty proposed on unmanufactured 
tobacco for the European Economie Community were evaluated. FAS partici- 
pated ir the consultations on the effects of the proposed duties on tobacco and 
tropical products and the inclusion of the associated oversea areas as a free-trade 
area with the six members of the European Community, and possible means of 
reaching a mutually acceptable solution to the problems. The Department of 
State has taken a strong position against the high duty proposed and will negotiate 
on the duty in 1960 unless a mutually acceptable solution is found prior to that 
time. 

33. U.S. agricultural trade analyzed.—Tables have been prepared for 20 coun- 
tries in Latin America and for 33 countries in Africa and the Middle East sum- 
marizing trade in agricultural commodities giving for the principal commodities of 
both import and export trade the major countries of origin and destination. 
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These tables are being used by FAS and other agencies in analyzing the trends 
and patterns of trade of the individual countries. Such use assists in developing 
recommendations benefiting American agriculture. ‘These trade tables are also 
beneficial in helping to point up the normal marketings concept of a country, 
The tables also point out the competition with which U.S. products are confronted 
in these countries. 

34. Proceeds of sales increased by negotiation of more favorable exchange rate pro- 
visions.— Where the currencies of foreign countries participating in the title | 
Public Law 480 agricultural commodities sales program are devalued or depre- 
ciated by Government action, it becomes necessary to renegotiate the specific 
exchange rates applicable to such sales. During fiscal vear 1959, such negotiations 
were necessary in the case of five countries: Brazil, Turkey, Yugoslavia, France, 
and the United Arab Republic. In the first three cases, long and difficult negoti- 
ations were necessary. All were successfully concluded. In the case of Brazil 
and Turkey, the previous arrangements, although they were the best obtainable 
at the time, have resulted in exchange losses to the United States in the utilization 
of the currencies; under the new arrangements these losses are eliminated. 

35. Payment obtained for long-standing deposit shortfall due to exchange rate 
problems—Under the fiscal vear 1956 title I Public Law 480 agreement with the 
United Arab Republic (Egypt) there had been an outstanding payment shortfall 
of approximately $146,000. This reflected the fact that deposits had been made 
at an exchange rate different from that provided in the sales agreement. Efforts 
to recover this sum had been broken off because of the Suez Canal crisis and 
related subsequent developments. During fiscal year 1959, in connection with 
negotiation with a new sales agreement, payment of the shortfall was finally 
obtained. 

36. Western European currencies made convertible for ‘“nonresidents.’’—In Decem- 
ber 1958, 10 Western European countries made their currencies convertible for 
‘“nonresidents.”’ In subsequent months four additional Western European 
countries took similar measures. While these acts in themselves did not reduce 
restrictions on the importation of U.S. commodities by citizens of the countries 
concerned, U.S. export opportunities benefited in three important ways: (a) The 
removal on external transfer ability has had a stimulating effect on trade gen- 
erally; (6) specific removal of restrictions on imports from the United States 
accompanied the measures in a number of instances; and (c) the economic and 
legal basis for discrimination against the dollar area was eliminated. This latter 
development has particular practical significance in the administration and ful- 
filiment of various international agreements to which these countries are party, 
Action to capitalize on such opportunities is progressing. 

37. Further removal of restrictions against U.S. agricultural exports under 
GATT .—(a) During fiscal 1959, U.S. officials participated in consultations held 
with 16 GATT (General Agreement on Tariffs and Trade) countries, with reference 
to the possibilities for further relaxation of their import restrictions, since, in 
general, there had been an improvement in the balance of payments position of 
these countries. Some success has been achieved as a result of these efforts 
largely initiated by representatives of the FAS in the case of U.S. agricultural 
products. Such efforts have also been reinforced, in some cases, by representa- 
tions through usual diplomatic channels of which the agricultural attaché is a 
part. During this period, the United Kingdom liberalized its import policy on at 
least 25 agricultural items, the most significant to American agriculture being 
increased quotas on various fruit items; but this list also included such items as 
cheese, honey, certain beef products, eggs and nuts. Other GATT countries also 
have removed import restrictions on a number of American farm _ products, 
partially as a result of these consultations (chart No. 5). This list includes such 
diverse products as edible vegetable oils, grain and grain products, raw cotton, 
cotton linters and waste, oil cake and meal, livestock and livestock products, 
tobacco, dairy products, seeds, rosin and many fruit and some vegetable items 
(chart No. 6). 

Under revised GATT procedures effective in 1959, countries imposing quotas 
for balance of payments reasons will begin to consult on a regular basis with the 
contracting parties regarding the extent of these restrictions, their conformity 
with GATT principles, and their effect on other contracting parties. The new 
comprehensive consultations are to be conducted generally on an annual basis for 
industrial nations and biennially for less developed countries. 

(6) Western Germany.—During the 1959 fiscal year, special consultations were 
also held with Western Germany, since Germany was no longer entitled, under 
the provisions of GATT, to maintain import restrictions for balance of payments 
reasons. The Federal Republic has from time to time proceeded by successive 
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steps to reduce its number of import restrictions. In early January 1959, Ger- 
many placed 66 agricultural items on its liberalization list, the ones of most 
importance to American agriculture being seeds, meat products and fruits (in 
various forms). However, a number of agricultural products remain subject to 
import controls. These will receive continuing attention from FAS representa- 
tives during the next year. 

(c) Other countries —Relaxation of quantitative restrictions has occurred in 
other GATT countries as a result of direct bilateral consultations initiated by the 
United States with the foreign country. One example is Canada, which after 
persistent prodding by the United States relaxed its embargo on turkeys and re- 
moved its restrictions on the importation of frozen peas. 

38. Huropean Common Market and other areas of economic integration.—The 
movement toward regional economic integration has assumed a place of major 
importance in international economic developments. It can prove to be of great 
value to the United States and to all other trading nations through the creation 
of mass markets and the promotion of higher standards of living within the areas 
concerned. 

An appraisal of regional economic integration by FAS representatives and 
officials of other Government agencies has been going on, and will be continued. 
The primary purpose of this appraisal is to be certain that the most effective 
instrument for insuring that the more mutually advantageous forms of regional 
association will materialize for the areas integrating economically, as well as for 
the United States and other third countries. 

The treaty establishing the European Economic Community (frequently 
referred to as the Common Market) has been thus far the most conspicuous and 
significant example of economic integration (Italy, France, Western Germany, 
and the Benelux countries). The first major step toward carrying out the Com- 
mon Market ‘Treaty was taken on January 1, 1959. On that date, customs 
duties on intra-EKC trade were reduced by 10 percent, and each member coun- 
try established special ‘global’? quotas for imports from the other members. 
GATT countries, and other nations entitled to most-favored-nation treatment, 
were unilaterally granted the 10-percent tariff reduction on all commodities, 
except liberalized agricultural products, where the rate was above the proposed 
common external tariff rate of the EEC. In no case was the reduction to other 
countries permitted to lower the rate below the proposed Common Market rate. 
_ Consultations were held during the past year with representatives of the 
Common Market area. Representatives from FAS participated in these consulta- 
tions, constantly keeping in mind the probable impact on American agriculture 
of the formation of the Common Market. 

Other areas planning on some form of economic integration are the so-called 
Outer-Seven (United Kingdom, Denmark, Norway, Sweden, Austria, Portugal, 
and Switzerland); and Central American (El Salvador, Nicaragua, Costa Rica, 
Guatemala, and Honduras). Several Latin American countries are considering 
the formation of a Common Market; in the Middle East the possible formation 
of an Arab Common Market is being considered. 


Agricultural attachés 

1. Trade liberalization —The agricultural attaché activities on trade liberaliza- 
tion take two forms—actually securing reductions in the duties or revisions in 
the quantity or quality limitations currently in effect, such as were announced 
by United Kingdom, France, and Denmark during the past year, or urging the 
foreign government not to issue proposed new and more restrictive regulations. 
This latter activity is a continuing one and also while less spectacular is at least as 
important as the former. For example, a number of countries have been revising 
their health and duty requirements for poultry meat, processed and semiprocessed 
foods and artifically colored fruits. The agricultural attachés in the Netherlands, 
Germany, Switzerland, Canada, and Venezuela have been especially active in this 
phase of trade problems during the past year. 

2. Market development—(a) Tran.—After 3 years of steady, careful work in 
cooperation with American dairy interests, the agricultural attaché has procured 
the support of the Iranian Government and local trade officials in the establish- 
ment of a milk recombining plant utilizing American dairy products. An 
American-Iranian corporation has been established and commercial operations 
are expected to begin in late 1959. 

(b) Eeuador.—At the specific request of a large group of Ecuadorian cattle 
buyers who visited the United States in May 1959 to make dollar purchases of 
livestock, the agricultural attaché accompanied the group. The group made this 
request and assumed his transportation costs due to their confidence in his lin- 








170 


guistic abilities and knowledge of American methods and techniques of livestock 
purchasing and transportation. 

(c) Central Europe.—In the hard currency areas of central Europe the agri- 
cultural attachés experimented with all-American food luncheons. In most every 
instance they solicited and obtained the active participation and financial support 
of American exporters of processed foods in this joint endeavor to acquaint 
influential citizens and buyers with American methods of preparing and serving 
such foods. The success of such an effort is now being appraised by the trade 
and the agricultural attachés. 

(d) Trade fairs.—Setting the stage for participation by U.S. agricultural trade 
interests in a specific food fair, assisting the exhibitors in their contacts with 
customs Officials, fair officials, and the viewing public, and picking up the many 
loose ends after the fair are unavoidably tasks of the agricultural attaché offices, 
The increasing number of American exhibitors of U.S. foods in foreign fairs 
indicates the attachés’ success in handling such matters and the growing demands 
of such services being placed upon attaché offices. 

3. Public relations.—The agricultural attaché’s success in trade liberalization 
and market development are an integral part of his ability and time spent upon 
public relations. The traditional form of public relations is typified by: 

(a) The attachés in Australia, New Zealand, Canada, and the Union of South 
Africa have been planning and carrying on a series of speeches at public gather- 
ings at the grass roots, as well as the university levels. These appearances, with 
the support of local press and radio, have been most effective in explaining and 
defending American agricultural policies against local charges. 

(6) Another and less common type of public relations is typified by the agricul- 
tural attaché in the Netherlands, who not only performs the traditional duties of 
an azricultural representative in serving American trade and scientific needs, but 
also lends active support to the multiplicity of agricultural organization and 
trade groups who have market development activities in that country. These 
include association representatives of the poultry, wheat, cotton industries, and 
a major U.S. farm organization. 

(c) Frequently public relations activities take strange and unusual form. For 
example, the regulations of the Commodity Exchange Act were not being com- 
plied with by several Swiss banking organizations who were dealing on the New 
York Exchange. Repeated correspondence and negotiations with the Swiss 
Embassy in Washington were fruitless. In June 1959 the agricultural attaché 
in Switzerland was requested to actively interject himself into the negotiations. 
In less than 10 days the cooperation of the Swiss bankers was secured and the 
requirements of the Commodity Exchange Act complied with in spite of the fact 
that it had been previously alleged that such cooperation would be in violation 
of the Swiss banking laws. 

(d) Another type of request illustrating special demands on the agricultural 
attaché’s technical knowledge and public relations ability was the request from 
the Defense Department for on-the-spot assistance in Beirut of the regional 
agricultural attaché stationed in Cairo, Egypt, in settling claims against the United 
States as a result of the landing of U.S. troops in Lebanon. The Defense Depart- 
ment’s appreciation for this assistance is summarized in Naval Secretary Gates’ 
letter of January 19 to the Secretary of Agriculture in which he points cut that 
the claimants not only made substantial reductions in their claims in recognition 
of the attaché’s professional knowledge, but went on to say, ‘Also important is 
the fact that the claimants are, no doubt, better satisfied with his understanding 
method of handling their cases.’’ 

4. Reporting.—(a) The agricultural attaché offices continued during fiscal year 
1959 to maintain a steady flow of information to keep U.S. agriculture informed 
of actual and potential developments in agricultural policies and programs in 
their countries of assignment. This was done by the preparation and submission 
of more than 1,100 scheduled reports, more than 3,000 voluntary reports, and a 
large number of letters, memoranda and cables. To collect, organize, and verify 
this mass of information from both official and unofficial sources required much 
ingenuity and resourcefulness as well as extensive travel and personal contact 
with government officials, producers, processors, and trade representatives. 

(b) Special reporting and services were performed in many instances by specific 
posts. For example, in Cuba, the attaché, due to his unique knowledge of the 
political-economic situation in the rural areas and mastery of the local language, 
was called upon to make a continuing appraisal through special reports on the 
impact of current Cuban political developments. This contribution to overall 
U.S. understanding 1s being continued throughout the period of major adjust- 
ment. Another example would be the regional agricultural attaché posts m 
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Africa, and especially the Liberian post, in reporting upon the political-economie 
situation in the rural areas of these underdeveloped countries who are rapidly 
moving toward national sovereignty. A third type of special reporting in which 
a number of attachés are participating is observing and assessing the degree and 
effect of the Sino-Russian penetration into free-world agricultural trade. 

5. Inservice training.—(a) Market development conferences of agricultural 
attachés, Washington officials, Members of Congress, and representatives of 
Ameriean agricultural trade groups were held in New Delhi in January and in 
Bogota in April of 1959 to explain and evaluate U.S. marketing policies, programs, 
and procedures; to present and clarify marketing proble ms arising in countries 
to which attachés are assigned; and to exchange views on market development 
and trade promotion me thods and techniques. 

(b) T'wo training courses were held during the past year in Washington for a 
total of 12 local agriculturists employed in the agricultural attaché offices. The 
most promising career employees in Europe, Africa, Asia, and Latin America 
were selected for each course. These foreign national career employees were 
trained in the gathering and evaluation of agricultural information desired by 
American interests. They were introduced to U.S. agricultural policies, program 
objectives, production and processing informational needs, and marketing support 
required to better serve American agriculture abroad. 

(c) Personnel and facilities of the agricultural organizations and food exporters 
were coordinated with the regular training facilities available in the Department 
and in the Foreign Service Institute in training new agricultural attachés, assistant 
— and American secretaries being assigned to attaché posts abroad. 

Foreign currencies used to strengthen attaché program. ~Beginning with the 
pe al year 1959, the equivalent of approximately $193,000 of currencies received 
from the sale of surplus agricultural commodities under Public Law 480 were used 
by FAS for such expenses as salaries of local employees engaged in regular attaché 
activities, quarters and posts allowances for the American employees, leases and 
utilities for attaché offices and for residences of American employees, and for some 
international travel. These local eurrencies were in addition to dollars appro- 
priated for the attaché program. 

For the 1960 fiscal year, the Appropriation Act authorized, in lieu of dollars, 
the use of foreign currencies not to exceed the equivalent of $1,310,000 for expenses 
of the attaché service and for general operating expenses of FAS in carrying out 
the purposes of section 104(a) of Publie Law 480. 

The worldwide distribution of U.S. agricultural attaché posts is shown on the 
following map. 


Foreign market promotion 

1. Technical services in marketing U.S. cotion abroad.—FAS technical liaison 
service with foreign cotton buyers and processors is becoming increasingly im- 
portant in demonstrating the superior properties of U.S. cotton. This trend is 
indicated by the growing demand for technical information and data on the 
spinning and weaving of cotton, the use of mechanical and chemical testing 
to determine quality, and the improved utilization of cotton in making new and 
better products. All segments of the industry in each country have demonstrated 
their interest in obtaining more scientific knowledge about the use of U.S. cotton 
for comparison with other growths. Periodic visits and consultations proved 
that the two-way effort is beneficial in the exchange of technical information and 
trouble shooting for better utilization of U.S. cotton. The FAS fiber technologist 
carried out technical liaison service in 12 Western European countries, visiting 
over 20 cotton mills, and consulting with textile schools, scientific personnel, 
textile machinery manufacturers, importers, and others interested in cotton and 
textile technology. 

2. World cotton market and price analyses.—Concurrent with the announcement 
of the cotton export program for 1959-60, arrangements were made to expand the 
price reporting service to include weekly reports by cable of prices at which U.S. 
cotton and equivalent qualities of all foreign growths are selling in five of the 
principal world markets. This information is analyzed and made available to 
Commodity Stabilization Service for use in the administration of the cotton 
export sales program. An FAS staff member serves on the special consultant 
committee appointed to advise the Secretary of Agriculture at regular intervals 
on the price of U.S. cotton compared with other growths. 

_ 3. Canadian cotton situation ana outlook.—Typical of the analysis made of 
individual major export markets for U.S. cotton from time to time was an FAS 
report on the cotton situation and outlook in Canada. This report pointed out 
that the U.S. share of Canada’s cotton import market is down because of a 
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shift to lower priced foreign growths. However, with prospects for lower prices of 
U.S. cotton for export next season and improving consumption prospects in 
Canada, the United States soon will return to its traditional position as a major 
supplier of raw cotton to Canada. Of interest to the U.S. textile and raw cotton 
industries in the FAS analysis of the increased cotton-textile imports into Canada 
and the measures taken to regulate such imports. 

4, World cotton supply and demand analyzed on continuing basis._—The changing 
world cotton supply and demand situation is analyzed on a continuing basis to 
keep fully abreast of the foreign markets for U.S. cotton. Detailed statistics and 
information on cotton stocks, acreage, production, trade, and consumption are 
under constant surveillance throughout the vear on a country-by-country basis, 
Analyses of such material in published and unpublished form provide U.S. cotton 
producers and the trade with current information on export markets and the 
outlook for as much as a vear ahead. From time to time separate reports were 
published giving an analysis of country-by-country information and statistics on: 
(1) Cotton acreage and production, crop conditions, policies of foreign govern- 
ments that affect cotton production, and prospects and intentions of foreign 
production; (2) United States and world cotton export and import trade, factors 
affecting it, and U.S. cotton export programs as they relate to trade of other 
countries; and (3) stocks of raw cotton and factors affecting changes in stocks by 
countries. 

5. U.S. exports of dairy products analyzed.—All available data on U.S. trade in 
dairy products were compiled, analyzed, reorganized and presented in such a 
manner as to make possible a distinction between commercial exports and total 
shipments of such products. The data show total exports, including shipments 
under each of the various Government programs, and exports exclusive of Gov- 
ernment programs. The latter breakdown indicates generally the size of com- 
mercial exports. Related breakdowns for each country of destination shows 
total exports including shipments for relief and charity and exports exclusive of 
Government programs. Such presentation avoids confusion between bona fide 
commercial trade in dairy products and total exports of such products. 

6. World per capita consumption of dairy products——In the past, the average 
per capita consumption of individual dairy products has been compiled for 17 
of the world’s major dairy product consuming countries. To achieve a greater 
degree of comparability of consumption estimates in this widely dispersed group 
of countries, the dairy products were converted to a whole milk equivalent, fat 
basis (the amount of milk required to produce a unit of product). This permits 
a direct comparison of rates of consumption in dairy surplus and deficit countries 
of the world. In the latest FAS circulars significant changes in per capita con- 
sumption of various dairy products in important countries were explained as 4 
means of evaluating the long-term trends affecting these products. 

7. Dairy products promoted in Burma.—Encouragement in the consumption of 
dairy products, through recombining nonfat dry milk and anhydrous milk fat, 
was provided in Burma. A marketing spe cialist, using U.S. nonfat dry milk 
and anhydrous milk fat demonstrated the manufacture of recombined condensed 
milk, creating a great interest among Burmese Government and industry officials. 
Sweetened condensed milk is the principal dairy produet consumed in Burma 
and practically all of it must be imported. The recombining process offers 4 
means of increasing the per capita intake of milk and of conserving foreign ex- 
change. If a recombined condensed milk industry can be established in Burma, 
it, would offer an excellent opportunity to introduce recombined fluid milk, ice 
cream and many other dairy products that can be provided through this method. 

8. Poultry meat exports | facilitated.—A survey trip of a marketing specialist to 
Ghana resulted in U.S. frozen poultry entering this market for the first time. Both 
the attaché and trade have reported high acceptance of the U.S. product, and 
sales are expected to expand, Through industry and FAS effort, Switzerland 
continues to expand as a major market for U.S. poultry. Exports to this country 
in 1958 amounted to 12.5 million pounds as compared with 7 million pounds in 
1957 and 3 million pounds in 1956. 

9. Markets ope ned for baby chicks —Both the Governments of Colombia and 

- rinid: id banned the import ition of hatching eggs and chicks as a means of toster- 
ing the development of their own hatchery and poultry industry. The regulations 
were not only detrimental to the U.S. industry but also appeared unrealistic in 
obtaining the desired goal. As a result of visits of a marketing specialist to 
Colombia, authorities revised their regulations in accordance with suggestions 
made by the specialist, and baby chicks are now entering the country. The 
Government of Trinidad also lifted the import ban, and now good quality baby 
chicks and hatching eggs are admitted. 
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10. Egg grading in Venezuela interpreted.—In 1958 Venezuela imposed restric- 
tive import regulations, involving rigid grading and stamping requirements for 
shell eggs. The first proposed effective date of these regulations would have 
caused serious disruption of U.S. trade and would have been detrimental both to 
U.S. exporters and to Venezuelan importers. This situation was made known to 
the Venezuelan Government, and suggestions were made as to modification of the 
requirements. The requirements which went into effect do not impose as severe a 
handicap to U.S. exporters as those originally proposed. It was noted that 
several U.S. shipments of shell eggs were rejected because of inconsistent interpre- 
tation of the new regulations by the Venezuelan inspectors. Through a coopera- 
tive effort with FAS, a representative from AMS visited Venezuela to give instruc- 
tion in grading techniques to the Venezuelan importers. The interpretation and 
grading techniques of the Venezuelan inspectors were made known to the U.S. 
exporters and a bilingual grading certificate was prepared. 

11. Dairy cattle exports to South America.—During a recent trip to South 
America, a livestock marketing specialist, in cooperation with the agricultural 
attaché in Venezuela, suggested ideas for stimulating U.S. participation in an 
exposition to be held in April 1959. The marketing specialist contacted key people 
in the eattle industry upon his return to the United States. The direct result 
was that 24 U.S. breeders representing 7 breeds of purebred cattle attended the 
exposition and sold approximately $320,000 f.o.b. value, of U.S. breeding cattle. 

As aresult of a marketing specialist’s visit to Colombia, the complete ban against 
importation of cattle was revised to permit importation of purebred sires. 

12. Liberalization of fruits—Further moves toward liberalization of trade in 
fruits and vegetables were made by certain countries during the year on the 
following commodities: 

Denmark: Fresh citrus fruits. 

West Germany: Single-strength citrus juices, and concentrated citrus 
juices in containers larger than 3 kilograms. 

Norway: Fresh grapes, oranges, tangerines, and lemon juice. 

United Kingdom: Fresh fruits except applies, pears, and citrus: nuts; fresh, 
sanned and frozen vegetables. 

Finland: Nuts and dried fruits, except raisins. 

The United Kingdom, in addition to the liberalization described above, 
broadened competitive opportunities for U.S. fresh pears by including this fruit 
in northern hemisphere quotas, and increased dollar area import quotas for fresh 
citrus, canned deciduous fruits and dried fruits. 

13. Increasing U.S. rice exports to Europe-—Imports of U.S. rice into the United 
Kingdom for the period, August 1958 through July 1959, amounted to 444,000 
hundredweight as compared to only 34,000 for the same period last year. This 
tremendous increase resulted from the placing of rice on general license by the 
United Kingdom and promotional efforts of the U.S. rice industry as a followup 
to FAS rice exhibits at two successive food fairs. 

Imports of U.S. rice into West Germany for the period August 1958 through 
July 1959 amounted to 1,116,000 hundredweight compared to only 30,000 hundred- 
weight for a similar period in 1957-58. This substantial increase was the direct 
result of the successful efforts by FAS to have U.S. brown rice made eligible for 
dollar purchases. 

14. World grain trade and U.S. exports under Government programs reported.— 
A regular statistical report was published which summarized United States and 
world grain trade, primarily for the years 1956-57 and 1957-58. In addition, new 
sections were added which provided: (1) Import data based on arrival reports, 
and (2) asummary of U.S. grain exports by country destination 1954-55 through 
1957-58, showing amounts financed under each of the various Government export 
programs. The new sections have created wider interest in this publication. It 
is recognized as one of the few authoritative sources of international grain trade 
statistics. 

15. Work expanded in discussing merits of U.S. wheat—— Marketing specialists 
traveled to nearly every corner of the globe in the past year talking U.S. wheat to 
end users as well as importers and Government officials. They have accomplished 
much in explaining U.S. grading standards and discussing with buyers how they 
can secure the qualities of U.S. wheat to meet particular needs. In some of these 
missions, marketing specialists have been accompanied and greatly assisted by 
representatives of both wheat producers’ groups and the flour industry. 

16. Carpet wool study.—A study was completed on world production and avail- 
ability of carpet wool. This work, carried out in cooperation with the U.S. 
Tariff Commission, was part of an investigation the Commission was conducting 
pursuant to section 332 of the Tariff Act of 1930. This study resulted from a 





resolution adopted by the Senate Finance Committee on April 28, 1958, which 
directed the Tariff Commission, with the cooperation of the Department of 
Agriculture, to make an investigation of wools imported into the United States for 
use in carpet and papermakers felt manufacture. U.S. agricultural attachés 
located in approximately 30 countries assisted FAS personnel in Washington in 
carrying out the various aspects of this investigation. 


Import controls 


1. Investigations conducted.—Section 22 of the Agricultural Adjustment Act, as 
amended, is designed to protect agricultural programs from being materially 
interfered with by imports. During fiscal year 1959, preliminary investigations 
and related studies were conducted on 14 commodities, including rye, extra long 
staple cotton, cotton textiles, peanuts, almonds, walnuts, Finnish swiss cheese, 
Dutch Edam and Gouda cheese, New Zealand Colby cheese, lemons, lamb and mut- 
ton, beef, honey, and broomcorn. Section 22 cases were prepared for presenta- 
tion before the U.S. Tariff Commission on almonds, rye, and extra long staple 
cotton. 

2. Import licenses issued.—Presidential Proclamations 3019 and 3025 issued in 
June 1953 under section 22 of the Agricultural Adjustment Act, as amended, give 
the Department of Agriculture responsibility for apportioning imports and issuing 
import licenses for certain manufactured dairy products. During 1959 fiscal year, 
1,792 licenses for imports of cheese were prepared, 106 transfers of country of 
origin were authorized, 348 changes in port of entry were approved, and about 60 
petitions for relief from hardships were received and examined. In addition 
about 188 licenses for imports of manufactured dairy products other than cheese 
were issued. Under Presidential Proclamation 2550 issued on April 16, 1942, 31 
licenses for imports of seed wheat were issued. 


Salaries and expenses (special foreign currency program) 


Allocations of foreign currencies, 1960 and base for 1961 $5, 843, 378 
Budget estimate, 1961 14, 621, 800 


Sera 2.) ene OTe Bie ABU So pital ys | 2 +8, 778, 422 


Notre.—The 1961 budget estimates include for the first time a proposal for the 
appropriation, ‘Salaries and expenses (special foreign currency program), For- 
eign Agricultural Service,’’ which would provide funds for the purchase of foreign 
currencies derived from sales under title I of the Agricultural Trade Development 
and Assistance Act of 1954, as amended, (Public Law 480) for the purposes of 
market development (sec. 104(a)) and participation in agricultural and _ horti- 
cultural exhibitions (sec. 104(m)). 

Previously, the funds for these purposes have been derived as follows: 

(a) Requests for allocations to use foreign currencies for the purposes of mar- 
ket development under section 104(a) have been reviewed and approved by the 
Bureau of the Budget. 

(b) Allocations of foreign currencies for the purpose of participation in agricul- 
tural and horticultural exhibitions under section 104(m) were authorized in the 
Second Supplemental Appropriation Act, 1959 (Public Law 86-30), approved 
May 20, 1959. 

The project statement which follows has been prepared on the basis of avail- 
able funds and reflects obligations incurred in 1959 and estimated for 1960 and 
1961, 

SUMMARY OF INCREASES AND DECREASES, 1961 


(On basis of available funds) 


Increase for market development projects under section 104(a) of 

Publie Law 480 4 AeNSet as Se he ites a 
Decrease due to provision under regular appropriation of dollars to 

pay attaché expenses paid from foreign currencies in 1960_____- — 950, 000 
Decrease in participation in agricultural and horticultural exhibi- 

tions under sec. 104(m) of Public Law 480. 
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Project statement (on basis of available funds) 


Project 


1, Market development projects (sec. 104(a))---- 
2, Agricultural attachés (sec. 104(a))-_--- 


1959 


$4, 654, 891 
192, 839 


3, Agricultural and horticultural exhibitions | 


SONG, DRC? } bd- cc ceeds 


4, 847, 730 


| 
1960 estimate 
} 


$10, 373, 015 | 
950, 000 


1, 275, 000 


—275, 000 


aces 

Increase (+) | 
or de- | 1961 estimate 
crease (-—) | 


| 








+$3, 248, 785 
—950, 000 


$13, 621, 800 


1, 000, 000 


Total obligations or estimate !__......--. 12, 598, 015 +2, 023, 785 | 14, 621, 800 
‘ — |= = = — — —- 
Unobligated balance brought forward..__-..---- |} —6, 441, 148 —6, 799, 481 
Recovery of prior year obligations__........-... 1 TO i ceitdeaan esc | 


Unobligated balance carried forward. ..-...----} 
Unobligated balance no longer available_._..._- | 


Authorization to expend foreign currency 


receipts. - .- Wastin 


| 


—5, 493, 829 


6, 799, 481 | 


Adjustment due to changes in exchange rates... 


313,073 | 


canner teenie 7 
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1 Applied costs comparable to total obligations are $5,638,539 in 1959, $8,488,609 in 1960, and $11,830,800 in 
191. The difference between cost and obligations in 1959 is due to an excess of services received over obli- 
gations incurred. In 1960 and 1961 she differences between costs and obligations are due to the excess of 
foreign currency contracts made over work completed in each year 

? An appropriation is recommended for 1960 equal to the dollar value of unexpended balances of previous 
foreign currency allocations under sec, 104 (a) and (m) as of June 30, 1960, as indicated below under “‘ Expla- 
nation of language.’’ 


Note.—In addition, obligations were incurred or are estimated for the travel of U.S. agricultural specialists 
abroad, from foreign currencies allocated by the Budget Bureau under sec. 104(f), as follows: 1959, $54,236; 
1960, $65,764. 


Mr. Wuirren. Mr. Miller, we will be glad to have your general 
statement first. 


GENERAL STATEMENT OF ASSISTANT SECRETARY 


Mr. Mituer. Thank you, Mr. Chairman; thank you for the oppor- 
tunity to meet with this committee once again to present the budget 
request for the Foreign Agricultural Service for 1961. 

Since committee members are well acquainted with the work of the 
Foreign Agricultural Service, it probably is sufficient to say that FAS 
is the agency of the Department of Agriculture that has primary re- 
sponsibility for the Department’s foreign marketing and reporting 
work. FAS carries out its activities through a field staff of agricul- 
tural attachés stationed in 52 foreign posts and through a Washington 
staff of commodity, area, and other specialists who work closely with 
the attachés. 

YEAR’S EXPORTS SECOND HIGHEST 


The committee has been a party to and is well acquainted with the 
actions taken in recent years to strengthen our agricultural exports. 
In these developments the Congress and the administration have 
worked together very profitably. The FAS is, of course, the agency 
most directly involved in carrying out the various programs and 
policies relating to foreign market development. 

As to how this intensified foreign marketing work is paying off, the 
results speak for themselves. For the current fiscal year, we have 
recently revised our estimates upward and now expect the agricultural 
export total to come to about $4.2 billion. This would give us the 
second best export year in history, exceeded only by the $4.7 billion 
in 1956-57 when the Suez crisis stimulated demand. 


52635—60—pt. 2——_12 
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Some of our individual commodities are doing exceptionally well: 
Exports of feed grains will set a new record; soybeans will set a new 
record; protein meal will set a new record; poultry meat will set a 
new record; and tallow will set a new record. 

Exports of rice and of cottonseed and soybean oils will be at the 
second highest level in history; lard exports will be the second highest 
since World War LI; cotton exports will more than double last year’s 
total; and wheat exports should approximate last year’s high level of 
443 million bushels 

In foreign marketing work, both this committee and the Depart- 
ment have consistently emphasized the need for giving priority to 
increasing export sales for dollars. Here again we have good results 
to report. Out of this year’s expected exports of $4.2 billion, dollar 
sales will account for about $2.9 billion, or close to 70 percent. This 
would be the second highest total of dollar sales in lhistory—the 
highest dollar sale total of $3.4 billion came in 1951-52 when there 
was a period of scare buying due to the outbreak in anes: 

Mr. Wuirren. Could you tell us what part of that increase in sales 
comes from selling cotton competitively? You will recall the Comp- 
troller General held that the Department was violating the law last 
year by not selling competitively and cotton exports dropped off to 
about 2.7 million bales. This year you went back to comparative 
sales as the Comptroller General is required by law. I would like to 
have a comparison for last year and this year of the dollar sales in 
cotton. 

Mr. Mintzer. We will do so, Mr. Chairman, for the record. 

(The information requested follows:) 

U.S. exports of cotton in the fiscal year ending June 30, 1959, totaled 3.1 
million bales valued at $413 million. (Exports for the 1958-59 marketing year 
ending July 31, 1959, were 2.8 million bales.) Exports of cotton in the current 
fiscal year ending June 30, 1960, are estimated at $745 million—80 percent above 
the $413 million total for 1959. Exports of cotton for dollars in the current fiscal 
year are expected to reach $540 million, over two and one-half times greater 
than the $153 million for the previous fiscal year. Dollar exports of cotton are 
likely to equal three-fourths of all U.S. cotton exports in fiscal year 1960 as 
compared with less than two-fifths in 1959. 

Mr. Mituier. To complete the accounting we should note that a 
fairly sizable part of dollar export sales move with the assistance of 
export payments. We do not yet have the figures for the current 
vear but our calculations indicate that last fise al. vear one-third of our 
dollar sales was subsidized. The principal commodities involved were, 
of course, wheat, feed grains, and cotton. 


FOREIGN MARKET DEVELOPMENT 


There are four specific areas of activity of the Foreign Agricultural 
Service on which we ae particularly like to report. These are the 
foreign market development work, trade liberalization, the export pro- 
grams, and foreign competition. In these areas, both the Washington 
people and the attachés overseas are prominently identified. 

First, some comment on the foreign market development activity. 

The striking thing about the foreign market de ‘velopment activ- 
itv is the way in which, in just a very short period of time, a large 
number of U S. agricultural trade associations have become solidly 
associated with the Department in oversea marketing works. Two 
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examples are the wheat and the soybean groups. Both of these are 
highly dependent on exports as an outlet. Yet, until very recent 
years, neither was effectively organized to promote exports. Today 
this is all changed. Both the wheat people and the soybean people 
are working actively with us in export development; both are raising 
substantial funds among their own members to move the work ahead 
and expand it. These people have undertaken a wide variety of pro- 
motional activities to make our wheat and soybean products favorably 
known abroad. 

Most of the major agricultural commodity groups are associated 
with us today in similar work. By the end of this fiscal year, the 
activity will cover more than 50 countries. The work is jointly 
financed. FAS assists in financing the projects through funds from 
section 104(a) of title I, Public Law 480. The U.S. private coopera- 
tors add to this with funds from their own membership, and this 
usually is increased further with funds from foreign trade groups 
participating in project activities. 

From the beginning of the program to the first of this year, section 
104(a) projects for market development and related activities totaled 
$27.1 million. Of this amount, $6.9 million was for trade fair activi- 
ties, FAS projects, and administrative costs. The major portion is 
reflected in cooperative agreements between FAS and U.S. agricul- 
tural groups which totaled $20.2 million. This latter figure represents 
$13.2 million made availble by FAS in the form of foreign currencies 
and $7 million by cooperating U.S. and foreign agricultural com- 
modity groups in the form of funds, personnel, supplies, and services. 

The portion of the cost borne by cooperators has varied materially, 
depending on the circumstances, but has averaged about $1 from the 
cooperators to each $2 in the form of foreign currency from FAS. 
The cost borne by cooperators has increased steadily as the program 
has developed. Our present policy requires cooperating groups to 
provide at least one-third of the cost of each project, unless an exemp- 
tion is granted in special cases. We are working toward a goal of 
50-50 financing after July 1, 1961, on projects involving direct pro- 
motion. 

In this work we are using a number of market development tech- 
niques. The purpose is to favorably impress both foreign importers 
and consumers. Techniques include product introduction, exhibits 
and demonstrations, surveys and studies of market potential, publicity 
and advertising, nutrition and sanitation education, exchange of 
management and technical personnel, technical assistance, and sales 
training. 

Our exhibits at international trade fairs have been effective both 
in reaching consumers and in building contacts with importers. 
Through December, FAS had taken part in 48 such fairs, reaching 
over 23 million people in 17 countries. 

We can cite many specific examples of the way trade promotion has 
increased foreign sales of U.S. farm products. One of the most 
striking instances is the successful merchandising campaign in Switzer- 
land and West Germany of U.S. fresh frozen poultry. The U.S. 

poultry industry had been selling only a small amount of poultry to 
Switwerland and none to West Germany. In 1955 the Department 
and our poultry industry began working together on a campaign. 
In Switzerland, it was a matter of introducing our broilers to con- 
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sumers. In West Germany, it was first a matter of getting trade 
barriers removed, followed by promotion. 

In both countries the campaign was highly successful. During this 

vear, Swiss marketings will approximate 20 million pounds. Sales to 
West Germany will be close to 50 million pounds. The year’s export 
sales to all countries are expected to reac h 165 million pounds, which 
should permit us to continue our new position as the world’s leading 
exporter of poultry meat. 

These exports have, of course, benefited the U.S. poultry industry, 
They helped our poultrymen to combat in 1959 the lowest level of 
prices on record. The upturn in turkey prices the latter part of 1959 
undoubtedly was due, in part, to the very active demand from West 
Germany for U.S. turkeys. 

Tobacco is another commodity in which our market development 
work is paying tangible dividends. Promotional activities in Japan 
have helped to increase the annual consumption of U.S. tobacco by 
more than 2 million pounds since the beginning of the project in 1956. 
Through promotion, sales of the Peace brand of cigarettes, which 
contains one-fourth U.S. tobacco, have been Sey by 50 percent 
during the past 3 years. Similar promotion of an American-type 
cigarette in France has helped increase sales of that brand steadily 
since the program was undertaken. In Thailand, an advertised 
brand containing 100 percent U.S. leaf has moved into third place in 
sales in that country, rising from almost nowhere. 

Key tobacco officials from several countries have been brought to 
the United States to acquaint them with our tobacco industry. Such 
visits have been an important factor in getting Finland and Malaya 
to introduce new brands of American-type cigarettes and to use U.S. 
advertising and distribution methods. 

The committee is familiar with the work being done on cotton 
market promotion. 

Since January 1956 cooperative market development programs 
have been initiated in 14 leading foreign countries which account 
for over 75 percent of our cotton exports. Foreign industry coopera- 
tors play a prominent role in this activity, working closely with the 
Cotton Council International. The programs concentrate on gaining 
wider acceptance of cotton products, and stress such developments 
as new cotton finishes, improved fabric construction and design, 
wash and wear properties, and opportunities for industrial use. 

Foreign industry groups operate these programs and pay at least 
half the costs. In Italy, five leading firms last year invested four times 
as much as the entire Cotton Council International-USDA program. 
Three of these five firms had never before done any cotton advertising. 
In France, 6 mills that have only recently started promotion work 
are spending 10 times as much as the cooperator. In Japan, the 
Big Ten cotton spinners have more than doubled their promotional 
budget since the program began, and their investment in promotion 
is eight times the level of the cooperative program. 


TRADE LIBERALIZATION 


No matter how hard we work on the merchandising end of foreign 
marketing, such work can be frustrated if the trade policies of other 
countries give our products only limited access to their markets. One 
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of our high priorities is being given to this matter of getting foreign 
trade restrictions eased. 

Our farmers and our farm organizations are keenly aware of the 
benefits which result from a forward looking, liberal foreign trade 
policy. During the last renewal of the Reciprocal Trade Agreeme nts 
program there was widespread evidence of the support for such a 
policy from those Members of Congress who represent our farm com- 
munities. 

Since the war our Government has engaged in a series of negotia- 
tions with other countries in which we have lowered tariffs on each 
other’s goods in order to enlarge trade in both directions. In many 
instances we were not able to obtain the full benefits of the conces- 
sions we received because other countries had quotas or other restric- 
tions in effect which limited our export opportunities. And in some 
instances, although not nearly so numerous, other countries’ con- 
cessions were impaired by import controls we maintained. We recog- 
nized that many of our trading partners who were experiencing serious 
balance of payments problems could not immediately extend to us 
the full benefits of concessions granted. 

As their financial positions improved, many countries took steps to 
relax controls on imports from the dollar area. And as long as some 
of our trading partners continued to experience balance of payments 
problems, it was difficult to argue that they could afford to proceed 
at a faster pace. 

But by late 1959 it became apparent that the balances of payments 
and foreign exchange reserves of a number of countries had improved 
to the point where they could no longer justify continuation of major 
restrictions which many of them still maintained against imports 
from the dollar area. In October last year the International Monetary 
Fund made a strong appeal for removal of discriminatory restric- 
tions being used by countries whose current earnings were largely in 
convertible currencies. In November during the GATT meeting 
held in Tokyo, Under Secretary of State Douglas Dillon made a 
strong statement in behalf of trade liberalization and the elimination 
of discrimination. The full power of the U.S. Government has been 
brought into play to make a renewed assault on trade barriers. We 
in the Department of Agriculture are participating actively in this 
effort. 

Progress has been made. Some recent examples of liberalization 
already obtained include cotton iu France, prunes in Italy, tobacco in 
the United Kingdom, and tallow and lard in Japan, which will be 
effective in April. We commend and appreciate their actions. But 
we still have arrayed against us in some of the developed, financially 
healthy countries of the world, a wide array of trade barriers which are 
seriously hampering our agricultural export trade. Further progress 
will be made in the months ahead and we intend to push vigorously 
in this direction. We intend to use every opportunity, from formal 
diplomatic representations and participation in international meetings 
to informal, personal contacts, to press for fair competitive access 
to foreign markets. 

To a large extent, the American agricultural market is open to the 
forces of international trade competition. All we are seeking from 
other countries is equal treatment. 
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Most, but not all, trade restrictions exist for monetary or pro- 
tectionist reasons. We also encounter a limited number of restrictions 
based on sanitary regulations. The United Kingdom does not admit 
our live or uncooked “poultry because of Newcastle disease, nor does it 
admit our uncooked pork products because some States use live 
virus vaccine in vaccinating against hog cholera. ‘These are mainly 
technical problems and we have to deal with een accordingly. 

A current example is the case of vesicular exanthema. Over 
a period of some years, several countries have not permitted our hogs 
or pork to come in because of VE disease. Last fall the Department 
was able to announce that the last traces of VE had been eliminated 
from the United States. Accordingly, we asked countries involved 
to lift their embargoes and the response so far has been good. Canada 
has been the latest to act favorably, this action taking place on 
February 8. 

These indications of responsible actions from other countries 
encourage us as we continue our efforts. 


EXPORT PROGRAMS 


As indicated earlier, 70 percent of our agricultural exports are sales 
for dollars and we are doing what we can to push this perce entage even 
higher. The other 30 percent represents exports under special 
Government programs. 

As the committee knows, Public Law 480 accounts for most of 
the exports under special Government programs. Included are 
sales for foreign currencies, barter, and donations. Since 1954, 
about $5.5 billion worth of farm products have been exported under 
the Public Law 480 authority, which is slightly over one-fourth of our 
agricultural exports during the period. In the last fiscal year, Public 
Law 480 accounted for 28 percent of our agricultural exports. For 
some commodities, the volume moving under Public Law 480 was 
especially important: Wheat, 64 percent; cotton, 33 percent; rice, 
49 percent; cottonseed and soybean oils, 73 percent. With the large 
increase in dollar sales for the current fiscal year, the percentage of 
cotton moving under Public Law 480 will, of course, be much lower. 

The concept of the special export programs has been significantly 
broadened this past year under the President’s food-for-peace program. 
A year ago in his special farm message to Congress, the President said: 

I am setting steps in motion to explore anew with other surplus-produeing 
nations all practical means of utilizing the various agricultural surpluses of each 
in the interest of reinforcing peace and the well-being of friendly peoples through- 
out the world—in short, using food for peace. 

In keeping with the spirit of the President’s message, we are building 
upward and outward from the substantial foundation of existing 
programs of which Public Law 480 is the cornerstone. We are closely 
examining the work already in progress. We are trying io develop 
improved and new approaches. We have set in motion a program to 
enlist the participation of other countries. 

In getting the participation of other nee we started with the 
most burdensome food commodity, wheat. We held a series of meet- 
ing with the major wheat-exporting corte Canada, Australia, 
Argentina, and France, and with FAO in an observer-advisor capacity. 
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Together we organized a Wheat Utilization Committee which has 
been meeting periodically. At present, this committee has a special 
mission in the Far East for 6 weeks, exploring possibilities of making 
more effective use of wheat in that area. 

We are particularly gratified that these consultations with other 
wheat exporters have greatly improved their understanding of our 
export objectives. This result alone justifies the whole undertaking. 
The complaints of a few years ago that we were engaged in a w orldwide 
dumping operation have largely subsided and have been replaced by 
an increasing number of statements commending our efforts to insure 
that food is moved to people in need without endangering established 
world commerce. 

Out of the consultations and studies in progress, a definite pattern 
of hopeful new opportunities is emerging, and we will be pleased to 
report on them as they take shape. In the months ahead, Public 
Law 480 will continue to be the cornerstone of our efforts to use our 
abundance in less developed countries in such ways as to promote 
world peace and stability. 


FOREIGN COMPETITION 


One of the important factors affecting what American agriculture 
can do in its export operations is the matter of foreign competition. 
This competition is keen. Through our attachés and commodity 
specialists, we are continuing to keep close watch on it and to report 
continuously on its status. 

There is one problem area in the competition picture that we par- 
ticularly need to cover more completely and this is the expanding 
agriculture of Eastern Europe and its link-up with Soviet Russia. 
At present we are inadequately informed on Eastern Europe’s food 
and fiber consumption, stocks, trade, and general agricultural develop- 
ments. Recent agricultural expansions in the Soviet Union and 
increases in the satellite countries indicate possibility of sizable export 
surpluses of food grains and perhaps cotton. We propose to open 
two new agricultural attaché posts in Eastern Europe and to establish 
an Kast European Analysis Branch to evaluate and report on 
agricultural developments in this important ares 

We also feel need to expand our coverage of regional economic 
integration. While we hope that the several new so-called common 
markets now being formulated will offer trade opportunities rather 
than competition, we need to be very watchful of developments. 
Six European countries, which account for one-fourth of our total 
agricultural exports, already are joined in the European Economic 
Community. Seven other European countries have completed plans 
for a European Free Trade Association. Similar projects are being 
planned or implemented in Central and South America. The purpose 
of these moves is to expand economies and raise living standards, 
which would indicate greater opportunities for marketing. However, 
the early stages of these developments may mean not less but more 
competition. We propose to strengthen our trade policy staff to 
intensify the analysis of regional economic integration and its impact 
on our agricultural exports. 
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AGRICULTURAL ATTACHES 








The agricultural attachés continue to be the backbone of our world- 
wide agricultural reporting system, as well as representing the Depart- 
ment in oversea market development work and in negotiations 
involving the special export programs. We continue to get many 
good: reports on the work being done by these men. Some of the 
members of the committee, this committee, have had opportunity to 
visit with the attachés and see their work at first hand. 

At present we have 76 agricultural attachés and assistant attachés 
stationed at 52 foreign posts. 

As indicated a moment ago, we see special need for opening two 
new posts covering agric ultural developments in Eastern Europe. 
One of these posts w ould be W arsaw, to cover Poland, and the other 
would be Bucharest, to cover Rumania and immediately adjacent 
areas, 

The relatively free agriculture of Poland is unique among the 
Communist countries. Moreover, as of last June, the United States 
had signed Public Law 480 agreements with Poland totaling over 
$200 million. 

As for Rumania, this country is deep in the Communist area and 
historically is the heart of Eastern Europe’s breadbasket. Rumania 
is now supplying food to the Soviet bloc and may have over a million 
tons of corn for export from the 1959 crop. 

Also, we are requesting funds for a new post at Lagos, Nigeria. 
This post would cover Nigeria, British Cameroons, Spanish Guinea, 
and the autonomous republics of Chad, Niger, and Dahomey. This 
is an area about half the size of the United States with about one- 
fourth our population. These countries compete with us in the world 
vegetable oil market, through large exports of peanuts and palm 
oil, and also are our major source of supply for cocoa. Nigeria, 
which, incidentally, becomes an independent country this year, is an 
important dollar market for our wheat, flour, and tobacco. 














1961 BUDGET REQUEST 





The budget request for our regular “Salaries and expenses’”’ appro- 
peaiean is $4,637,300. This amount, together with a transfer of 
$2,539,000 from “Removal of surplus agricultural commodities,’’ will 
provide a total of $7,176,300 for the fiscal year 1961. 









PROGRAM INCREASES 











This includes program increases of $180,000. The major part is 
for covering the satellite countries of Eastern Europe. Of. this 
amount, $135,000 will provide the agricultural attachés for Warsaw, 
Bucharest, and Lagos, and an East European Analysis Branch which 
will have the responsibility of analyzing and presenting agricultural 
data from this important area. 

The increase includes $15,000 for analyzing the impact on U.S 
agriculture of regional economic integration, such as the European 
Common Market. It also includes $30,000 for essential personnel in 
carrying on our expanding trade fair program. 
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OTHER INCREASES 


In addition to the program increase, $35,000 is included in the 
budget estimate for meeting costs of the new employee health 
program. 

An apparent increase of $950,000 for administrative expenses of 
the Agricultural Attaché Service is offset by a corresponding decrease 
in the dollar appropriation requested for purchase of foreign currencies. 


PROBLEM OF HIGHER COSTS 


The additional activities indicated above cannot be financed with- 
out the additional funds requested. We are finding it extremely 
difficult to carry on Gielen activities with the funds which are 
available because of increasing costs which are beyond our control. 
For example, the average salaries of local employees—this is foreign 
nationals we are talking about now—at attaché posts are 17 percent 
higher now than they were in 1955. Cost of housing allowances for 
attaché personnel has increased by varying amounts averaging about 
£ percent over the same period. State Department charges for ad- 
ministrative support have likewise increased and we have not been 
able to meet what has been requested as our fair share of the adminis- 
trative support costs. These rising costs are largely due to changing 
economic conditions in the countries. 


FOREIGN CURRENCIES 
MARKET DEVELOPMENT 


We are requesting the appropriation of $13,621,800 to purchase 
foreign currencies for carrying out market developme nt activities 
abroad. This is in response to this committee’s request in its report 
last year that the 1961 budget carry a full justification of all projects 
proposed, as well as language authorizing the use of a specific amount 
of foreign currency for this purpose. The appropriation is requested 
as a part of the proposal in the 1961 budget to provide etceres 
of dollars to purchase Public Law 480 foreign currencies for all U. 
use purposes. After the Congress has appropriated the necessary 
dollar funds, they would be used to purchase foreign currencies for 
market development under allocations by the Budget Bureau. The 
dollars with which the currencies are purchased from the Treasury 
would be credited to the Commodity Credit Corporation. The lan- 
guage requires that not less than $4, 400,000 be used only to purchase 
currencies which are determined to be in excess of normal require- 
ments of the United States which, at the present time, are those of 
Egypt, India, Israel, Pakistan, Poland, and Yugoslavia. 

The proposed procedure indicates that when nonexcess currencies 
Which are limited to specific programs by present agreements are ex- 
hausted, the spec ial dollar appropriations would be used only to pur- 
chase from the Treasury foreign currencies in those countries hike h 
are designated as excess currency countries. Other funds needed for 
market de ‘velopment work would have to be provided under regular 
dollar appropriations. This 1961 request would for practical pur- 
poses utilize the funds in nonexcess countries limited by agreements 
for market development use. 
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The increase of $3 million over the funds available for 1960 is to 
enable us to enter into market development agreements on a selected 
basis for a 3-year period instead of the customary 2 years. With the 
increased funds being made available by cooperators and necessity 
for their planning operations and funds well in advance, the 3-year 
period wil contribute to the effectiveness of the programs and the 
efficiency with which they can be carried out. 

The program contemplates the conversion of substantial quantities 
of currency from countries in which they are generated to other 
countries where market development activities offer greater oppor- 
tunities. There are major difficulties in obtaining the necessary con- 
version, but every effort is being made to surmount them. 

The request also reflects the reduction of $950,000 which was pro- 
vided in 1960 for the payment of attaché service administrative 
expenses. 

AGRICULTURAL AND HORTICULTURAL EXHIBITIONS 


There is also included $1 million for agricultural and horticultural 
exhibitions under section 104(m). This is a reduction of $275,000 
below the amount available in 1960; $150,000 of the 1960 funds is 
being used for participation in the Rotterdam International Horticul- 
tural Exhibition; $65,000 for an exhibit at the Green Week program 
in Berlin; and $1,060,000 was used, along with $300,000 of section 
104(a) market development funds, for the Agricultural Fair at New 
Delhi. The 1961 funds will be used for various fairs and exhibitions 
which will most effectively advance the interest of the United States, 

We appreciate the opportunity of appearing before the subcommit- 
tee and will be glad to provide any additional information which the 
subcommittee may need. 

PROGRESS 


Mr. Wuirren. Thank you Mr. Miller. I have listened with a 
great deal of interest to your statement and I am thoroughly appre- 
ciative of the progress which has been made. The results are far 
better than the situation which prevailed in 1954, at which time the 
agricultural attachés were under the State Department. In 1954 
when this subcommittee was trying its best to get the Department 
to offer our surplus commodities competitively in world trade and in 
line with the law, the Department stated that we could not sell these 
commodities due to the lack of funds abroad. In the fall of 1954 I 
attended the agricultural attachés conference in Paris and I asked 
them if they knew whether we had authority to sell the commodities 
for dollars through normal channels. In the meeting I asked anyone 
who knew this to hold up his hand. Not a single individual held up 
his hand. Our Foreign Attaché Agricultural Service was totally 
unaware that there was any authority under law to sell competitively. 

Beginning with this committee’s investigation and since that time 
the Department has come around to where, with the exception of 
cotton, it has been offering our commodities more or less competitively 
for the last several vears and the picture has brightened greatly. 
The other thing that I am so glad to see is the change in the tenor of 
your statement. Anybody who reads this or listens to you will see 
that our agricultural attachés have an awareness that their purpose 
abroad is to serve the interest of the American Nation and the Ameri- 
ean farmer. This was sorely lacking, in my opinion, at the time 
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when I made the trip in 1954. I met with lots of nice people. They 
were fine, representative American citizens and doing a good job 
within the framework of what they understood their job was. And 
] think that the progress that has been made since then reflects to a 
creat degree the work done by the attachés under the new arrange- 
ment. Perhaps this committee can take some credit for having 
pressed as hard as it could. After all, there is no point in having our 
attaches abroad if they just write letters home about the curious things 
they see over there. Their purpose is to serve the American interests 
and the agricultural interests. Otherwise there is not much need of 

their being there. Your statement clearly demonstrates the worth- 
while ness of this program,*‘in my opinion. I notice you make much 
of the various projects you are carrying on in cooperation with various 
private businesses and enterprises. Do you have for the committee a 
list of those detailed projects or do you plan to discuss that later, when 
Mr. Mvers talks? 

Mr. Mituter. Mr. Chairman, I would refer that question to Mr. 
(’Learv to answer. 

Mr. Wuitten. I am not asking for the answer now. You con- 
ten nplate reaching that later? 

Minter. Yes; we will be happy to discuss that. 


FIVE PERCENT SET ASIDE FOR MARKET DEVELOPMENT 


Mr. Wurrren. Congress passed certain amendments to the Agri- 
cultural Trade Development and Assistance Act of 1954, Puplic Law 
480. Among other things that law provided for a freeze of approxi- 
mately 5 percent of the total which would be set aside for such use as 
the Secretary of Agriculture might determine for market development 
and related research. Could you for the record show us wherein the 
President’s budget differs from the provisions of that act? 

Mr. Myrrs. I am going to make a general statement and then ask 
Mr. Minor to give the details. The budget provides the funds which 
we feel we will spend in the year ahead for market development and it 
does not specifically refer to the 5 percent provision. I think I will 
ask Mr. Minor to take it from there. 

Mr. Wurrten. May I interrupt to say I am not trving to take issue 
at this point. While that 5 percent freeze is in the act, as I remember 
the act, it provides that the funds so frozen for that purpose shall be 
used at the discretion of the Secretary. So if they had been frozen, 
then the figures you submit to us would be the Secretary’s determina- 
tion; is that correct? 

Mr. Mitusr. That is correct. 

Mr. Mysgrs. This is our determination of what we can use. We 
can put in further information if you want. 

Mr. Wurrren. We can have it in the record if vou feel that further 
information is desirable and I would like to have you do that with 
regard to the various other sections of the act. One of the problems 
that has been called to my attention by groups that are interested 
in this is that, to get the best research job done in many of these areas, 
you need more than a 1- -year contract on a l-year basis. You refer 
to buying the foreign currencies. This has been put in before but I 
think it might be well to repeat it here. This so-called purchase is a 
purchase from our own Treasury. It is not adding the foreign cur- 
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rencies to the sum total the United States holds but it is a means of 
adding to the funds in our own Treasury which is turned over to the 
Commodity Credit Corporation to partially restore the capital 
impairment. 

Mr. Mutter. That is correct. 

Mr. WuirtEeN. With respect to these funds that you request this 
year, does that represent the setting aside of sufficient of those funds 
to do the job, even though it might take 2 or 3 years? Or are they 
funds for just a 1-year period? 

Mr. Minor. They are all for obligation in the 1961 fiscal year. 
Some of them will be expended under agreements that will run for a 
period of 3 years. 

Mr. Wuirren. Do you ask the Congress for approval of a setting 
aside of the currencies if you enter into a 3-year contract, do you set 
aside the total amount of funds that will be needed for the duration, 
or are you asking for it piecemeal? 

Mr. Minor. No; where we enter into an agreement for 3 years the 
total amount is obligate d and is not available for anything else. 

Mr. Wurrren. So the project will be completed w hatever future 
Congresses might do? 


Mr. Myers. Yes. 











COOPERATORS’ SUPPORT OF 





BUDGET ESTIMATES 





Mr. Wuirren. What has been the general reaction to this budget 
request by cooperators, private business or private organizations who 
are cooperating with you? 

Mr. Myzgrs. I think the person best qualified to answer that is Mr. 
O'Leary. 

Mr. Wuirren. You might move up to the table so you can speak 
up loud enough so that the reporter can hear you. 

Mr. O’Lerary. I will speak up. The industry groups which have 
cooperated with us in the program have made the point for several 
years that it was difficult for them to raise the necessary funds and 
hire the necessary personnel which they needed to participate in the 
program and also that it was difficult for them to induce foreign 
industry groups to raise funds and put personnel on the payroll where 
the foreign currency component of the program was being made avail- 
able only on a year-to-year basis. They have made strong arguments 
that the funding should be on a period of more than 1 year. It has 
ranged from 2 to 5 years. The rule which we follow in presenting this 
budget request is that those projects which have proved themselves 
by being in effect for a period of at least 2 years and where the conclu- 
sion jointly of industry and the Government is that this is a worth- 
while activity which should be continued, we are under this budget 
funding this program for a period of 3 years. Other projects which 
are new or are of an experimental nature or are in an experimental 
stage and have not proved themselves will be funded under this budget 
on a l-year basis or perhaps a 2-year basis. 

Mr. Wuirten. Do you think that through this mechanism you have 
largely obviated the problems connected ‘with the 1- -year basis? In 
other words, if convinced that a project is one of several years’ dura- 
tion you can, under existing law, enter into a contract that would 
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enable you to set aside the amount of money that you would need for 
that period of time, is that correct? 

Mr. O’Leary. Yes. 

Mr. Wuirten. And in those cases where you might not do it in 
| year, that would be a matter for your determination, and you have 
ample ‘authority to do it. 

Mr. O’Leary. Yes, if it is in the early stages and has not yet proved 
itself if we consult with the industry groups next year for example and 
conclude that such programs have been established on a basis which 

justifies their continuation from the standpoint of potential then in 
oe next year’s budget we would request sufficient additional funds to 
place this program on a future funding basis because only in this way 
can industry really effectively cooperate in this program. 

Mr. Wurrren. Of course we can understand if industry goes to the 
trouble of getting set up and so forth, and I am sure they would do it 

{they put their own money into it and they think the projects will 
turn out. Bvt in any new field you can still have a situation develop 
that was not what you wanted. So I cannot take exception to starting 
this on a 1-year basis to see where it leads and I do not feel that 
industry could very well complain. Now could we have for the com- 
mittee a listing of the cooperators and the location of these projects 
that you are carrying on at the present time, and a detailed breakdown 
as to what line projects are involved in this year’s budget request. 


MARKET DEVELOPMENT PROJECTS 


Mr. Miuiier. We will do so; ves, sir. 

Mr. WuittEn. How voluminous is that? 

Mr. Minor. It would be rather voluminous. There is before you, 
by Commodity groups, the type of projects that are proposed for 1961. 

Mr. Wurrrten. Is that for the 1961 fiscal year? 

Mr. Minor. Yes, this listing begins on page 475. This describes 
the type of project. It does not give the specific individual projects, 
some of which cover many countries. We could very easily give you 
alist of the cooperators and we could list each project if you wish it. 

Mr. WuirreNn. Since we are discussing it, we might turn to that 
now and have those pages 474 to 492 put in the record at this point 
in connection with the general situation. 

(The pages referred to follow:) 


Stratus oF PrRoGRAM 


Since 1961 is the first year for which a congressional appropriation is being 
requested for purchase of foreign currencies to carry out market development 
projects, there follows an explanation of the legislative authority for these projects, 
the objective to be accomplished, the types of projects, the amounts of foreign 
currencies obligated or authorized for market development projects, and the plan 
of work and accomplishments under each of the different commodities. 

In addition to use of foreign currencies by the Foreign Agricultural Service for 
foreign market development projects under section 104(a) of Public Law 480, the 
Agricultural Research Service has instituted a program of utilization research 
abroad under section 104(a) which is expected to lead to the development of new 
uses for U.S. agricultural commodities and to aid in the expansion of export 
markets, 


1. Legislative authority 


Title I of Public Law 480 authorizes the President to enter into agreements 
with friendly nations providing for the sale of surplus commodities for foreign 
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currencies. The President is authorized to use, in agreement with the country 
concerned, foreign currencies accruing from sales for various purposes. 


2. Objective 

The objective of market development projects conducted with foreign cur- 
rencies is to maintain and expand existing foreign markets or to develop entirely 
new foreign markets for U.S. agricultural commodities. 

To the extent practicable, the Foreign Agricultural Service enters into agree. 
ments with trade groups, both United States and foreign, for the operation of these 
projects. However, this will be done only if the trade group will make a signifi. 
cant financial contribution. If a trade group is unable or unwilling to undertake 
a needed project, it may be carried out directly by the Foreign Agricultural 
Service. 

The Department contributes foreign currencies and overall guidance, including 
assistance by the Agricultural Attaché Services abroad. The cooperator carries 
out the work, either directly or in cooperation with foreign groups. In all proj- 
ects, however, U.S. trade and agricultural groups cooperate directly or indirectly, 
to the maximum extent possible. 1 


3. Types of projects 

A wide variety of market development projects is underway or planned with 
emphasis on the following: 

(a) Market surveys—This type of project is designed to determine potential 
demand for specific agricultural commodities and how this demand may be 
developed and supplied. : 

(b) Nutrition education—These activities improve the health and welfare of 
people abroad and at the same time expand the market for agricultural com- 
modities that can be supplied by the United States. 

(c) Two-way visits.—Visits of foreigners to the United States and visits of U.S. 
citizens to foreign countries improve trade relations. The exchange of ideas and 
information in this manner is expected to result in greater consumption of U.S, 
agricultural commodities. 

(d) Promotion and advertising.—U.S. advertising and sales techniques are being 
used abroad with appropriate variations to meet local conditions. 

(e) Demonstrations ——This market development technique is used to demon- 
strate types, varieties, grades, and classes of U.S. agricultural commodities avail- 
able for export. 

(f) Trade fairs and exhibits— Market development projects are also conducted 
through participation in international trade and food fairs. The United States 
participates in two kinds of fairs: One is the diversified fair of a largely industrial 
type; the other is the food fair, which is devoted exclusively to food items. Ex- 
hibits are planned where the greatest number of potential buyers of agricultural 
products are expected to congregate. 

(g) Comprehensive economic studies.—While cooperator projects including trade 
fairs have been emphasized, a new type of activity has been undertaken which has 
increased activities in the non-cooperator area. Comprehensive economic studies 
for selected countries are being contracted for by the Foreign Agricultural Service 
to guide long-range market development efforts abroad. 

4. Accomplishments under market development 

Following are explanations of the commodities involved, international trade 
fairs, and other projects and activities to be carried out under market development 
projects for which funds are requested in the fiscal year 1961. 

(a) Cotton promotion.—Two types of projects are being carried out in coopera- 
tion with the Cotton Council International: A regional supervisory project to 
develop and direct country programs, and individual country projects in coopera- 
tion with foreign industry groups. 

Under the supervisory projects funds have been provided for 34 countries 
through fiscal year 1960. These projects are designed primarily to direct pro- 
motional programs in cooperation with foreign industry organizations through the 
payment of supervisory costs, office expenses abroad, printing and distribution, 
travel, personnel training costs, costs of meetings and conferences of industry 
groups, and the production of photographic and motion picture program material. 

Promotional programs in cooperation with industry groups have been planned 
for and will continue in 21 countries. 

Activities in all of the countries involve a broad program to promote increased 
cotton consumption through market research, sales promotion, and_ general 
publicity activities. Market research provides the information on the “how,” 


























ert 


uNntry 


L cur- 
‘tirely 


agree. 
these 
ignifi- 
»rtake 
tural 


uding 
arries 

pro}- 
ectly, 


with 


ential 
LV be 


re of 
com- 


US. 
s and 


US. 
being 


mon- 
avail- 


ucted 
states 
strial 

Ex- 
Itural 


trade 
h has 
udies 
rvice 


trade 
ment 


pera- 
ct to 
pera- 


ntries 
, pro- 
h the 
ition, 
ustry 
erial. 
nned 


sased 
neral 
OW, 





189 


“when,” “where,” and ‘what kind,” of cotton products consumers are buying, 
facts about the competition from other fibers, and guides the promotion and 
public relation efforts to expand cotton consumption. Coordinated publicity 
programs are bringing about a revival of interest and enthusiasm in processing, 
distributing, and using cotton products. The story of cotton is being told 
through all available media—newspapers, magazines, motion pictures, radio, 
TV, fashion events, and everyday sales promotion by manufacturers and retail 
stores. Special programs are conducted to train retail sales personnel. Special 
Cotton Weeks are held in most of the countries. An estimated one-half of the 
population of Japan witnessed the Cotton Week program and store exhibits in 
1958. Over 10,000 retail stores have participated in Cotton Weeks in Belgium. 

Cotton promotional programs, aimed at increased consumption, are necessarily 
long-range in nature and must be continued to achieve lasting results. In each 
of the 14 countries where promotional programs have been undertaken, per 
capita cotton consumption has increased for the calendar years 1955 through 
1957, the last year for which such statistics are available. Greatest increases 
have been in Belgium, France, Japan, the Netherlands, and Switzerland. 

(b) Dairy and poultry promotion.—Promotional activities have been undertaken 
or planned in 28 countries in cooperation with the Dairy Society International, 
the American Guernsey Cattle Club, and the Brown Swiss Cattle Breeders Asso- 
ciation, the Holstein-Friesian Association of America, the Purebred Dairy Cattle 
Association, and the Institute of American Poultry Industries. 

Dairy promotion is carried out principally through efforts to increase milk and 
dairy product consumption, the supplying of livestock specialists for dairy breed- 
ing cattle, and product development. Projects to increase milk consumption 
usually center around recombining operations, including trade fair demonstra- 
tions. Techniques used are aimed at consumers and include: sample distribution 
of recombined milk and dairy products utilizing U.S. nonfat dry milk and anhy- 
drous milk fat; nutritional education; and advertising through press, radio, 
newspapers, posters, brochures, and leaflets. Dairy cattle projects provide U.S. 
specialists to other countries to judge shows, expiain U.S. breed characteristics 
and advantages, assist in herd improvement methods, and to establish sales 
contacts. For product development, a project is now underway to find new 
ways of utilizing milk products in combination with local foodstuffs which are in 
abundant and inexpensive supply. Included also are market testing and com- 
mercial application for such products developed, using milk products in the 
various forms in which they are available for export from the United States. 

Poultry promotion is carried out through the use of techniques aimed mainly 
at the consumer as follows: market research on utilization and consumer prefer- 
ence; event promotions such as Easter, Poultry Day, or Poultry Month; use 
demonstrations and consumer education; sales training at wholesale and retail 
levels; and participation in trade fairs. In addition, advertising is carried out in 
newspapers and trade journals and promotional leaflets. 

In addition to improved trade relations and trade contacts, specific project 
results have been achieved. In Thailand, a new U.S. market has been created 
for approximately 300,000 pounds of nonfat dry milk and 100,000 pounds of 
anhydrous milk fat annually. Breeding cattle promotion in Peru was responsible 
for sales of over 400 head of U.S. dairy cattle from the beginning of this program 
in that country through 1958. In West Germany, promotional activities were 
largely responsible for the issue of import licenses for U.S. poultry of over 2 
million pounds, with U.S. poultry exports to Germany increasing from 4.4 million 
pounds in 1956 to over 6 million pounds for the first 5 months of 1959. Com- 
parative poultry exports for the Netherlands and Switzerland increased from 0.1 
and 2.9 million pounds to 1 and 6.8 million pounds, respectively. 

(c) Fats and oils promotion.—Promotional activities for soybeans and soybean 
products have been undertaken or planned in 38 countries to date in cooperation 
with the American Soybean Association and the Soybean Council of America. 
Two general types of project activities are carried out—marketing assistance, and 
intensive promotional campaigns. 

Marketing assistance facilitates U.S. exports through assistance to foreign 
importers, processors, and wholesale and retail trade on technical and marketing 
problems. Such assistance includes information and training on quality deter- 
mination, quality control, storing, grading, processing, and similar aids. Ex- 
changes of trade personnel have also helped in this area. 

While marketing assistance is provided to all areas, intensive promotional 
activities are limited to principal markets. mphasis has keen placed upon in- 
creasing both industrial and consumer uses through the following techniques: 
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consumer education, particularily nutritional; advertising campaigns; product 
samples and introduction; and advertising through press, magazines, radio, 
television, and visual aids. Educational film has been prepared as a project 
activity. for use as a promotional aid. 

While results of these projects in terms of increased U.S. exports of soybeans 
and soybean products are of necessity long-range and hard to identify, some 
results have been indicated. There is greater emphasis upon the use of soybean 
products tor better nutrition in Japan as a result of work in that country. Im- 
proved processing and quality of products has been achieved in Spain and Italy. 
Finally, U.S. trade and agricultural groups have been brought into closer contact 
with similar groups abroad. 

(d) Fruit promotion.—F AS has cooperated with the California Prune Advisory 
Board, the California Raisin Advisory Board, the Cling Peach Advisory Board, 
and the Florida Citrus Commission in market development projects and planned 
projects in 13 countries to date. Marketing surveys, the preparation and dis- 
tribution of promotional literature, promotional advertising, and market reporting 
are the basis for promotional work abroad. 

Market surveys and promotional advertising have been undertaken in Europe, 
especially in West Germany, by the four U.S. fruit trade groups in cooperation 
with the Department of Agriculture. Newspaper advertising tied in with con- 
sumer buying research promoted California prunes and raisins in West Germany, 
A survey in Europe shows considerable opportunity for sales of cling peaches, 

As economic conditions improve, opportunities arise to sell American fruit 
abroad. To help U.S. exporters seize such opportunities, the Department and 
the fruit trade distributed an attractive 48-page booklet as a promotional aid. 
This brochure, printed in fuil color and distributed in fruit importing countries, 
describes and illustrates available fresh, dried, and canned fruits, as well as tree 
nuts. Demand for the brochure has been heavy and it has proved to be a very 
valuable promotional tool. 

Activities carried out have assisted in maintaining the U.S. position in the 
European fruit markets, our most important export market accounting for exports 
of over $90 million per year. In addition, promotional activities were largely 
responsible for removing the prohibition against imports of U.S. prune juice into 
West Germany. 

(e) Grain and feed promotion.—Projects have been undertaken or are planned 
in 39 countries to promote increased consumption and U.S. exports of wheat and 
wheat products, feed grains, seed, rice, and beans. 

Principal promotional efforts to date have been devoted to wheat and wheat 
products in cooperation with the Oregon Wheat Growers’ League, the Nebraska 
Wheat Growers’ Association, the Washington Association of Wheat Growers and 
the Miliers’ National Federation. U.S. cooperator representatives are stationed 
abroad to cover three work areas: Europe, the Far Kast, and Latin America. 
Promotional activities include nutritional education, exhibits, exchanges of trade 
personnel, preparation, translation, and distribution of promotional material, 
film production, marketing and demand studies, school luncheon systems, cooking 
demonstrations, bakers’ training, and advertising through press, radio, and news- 
papers, and trade journals. 

Promotional efforts for feed grain, seed, rice, and beans are of more recent 
origin and of a more limited scope. A regional feed grain project for Europe in 
cooperation with the Grain Sorghum Producers Association has recently gotten 
underway under which limited promotional activities will be undertaken such as 
promotion of better feeding practices; assistance to foreign buyers, importers, and 
processors; translation, printing, and distribution of promotional and educational 
materials; and feed grain exhibits. Marketing surveys for seed with the Oregon 
Seed Council and Pacific Seed Export Market Institute have resulted in better 
trade contacts and plans for the supply of samples to principal foreign markets. 
For rice, marketing studies in cooperation with the U.S. Rice Export Development 
Association and the collection of samples have been undertaken on a global basis 
to provide complete export market information to the U.S. rice trade. Promo- 
tional work for beans with the Western Bean Dealers has been limited to marketing 
surveys, exhibits, distribution, and establishment of trade contacts. 

Continued promotional efforts are expected to both increase consumption and 
U.S. export of these commodities. Specific results for wheat and wheat products 
to which promotional projects have contributed include decisions on the part of 
the Portuguese Government to upgrade the quality of bread sold throughout 
Portugal requiring larger amounts of imported hard wheats to blend with their 
domestic soft wheats, and to import an additional 40,000 tons of U.S. wheat this 
year; the reentry of U.S. flour exports to Angola; and increase of more than 20 
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percent in Japanese bread consumption; and research in Guatemala which indi- 
cates that lysine can be added to flour in the milling process to improve human 
nutrition. Bean promotion resulted in the sale of 50 tons of beans in Peru and 
the establishment of permanent trade contacts. 

(f) Livestock and meat promotion.—Promotional activities have been under- 
taken or are planned in 23 countries to date for tallow, lard, breeding stock, and 
hides and skins. 

Tallow promotion, in cooperation with the National Renderers’ Association, 
has been concentrated in Japan, our most important tallow market. Continuing 
project activities include: market studies and analyses; exchanges of trade per- 
sonnel; and the promotion of increased scap consumption. Promotional devices 
used include contests, posters, and advertising through radio, TV, newspapers, 
magazines, film slides, and advertising cars. In addition, a tallow film has been 
made for showing in major export markets as a promotional aid. 

In cooperation with the American Meat Institute, marketing surveys and other 
promotional activities for lard have been undertaken. Main promotional activi- 
ties were undertaken in West Germany to increase lard consumption, particularly 
of U.S. high quality lard. Emphasis was placed upon “brand lard” from the 
United States under an intensive advertising campaign aimed at the consumer. 

Livestock specialists are being sent abroad under a cooperative program with 
various U.S. livestock breed associations. Other livestock specialists are being 
provided under cooperative arrangements with foreign agricultural groups. 
FAS funds are used to pay transportation costs for specialists provided by the 
cooperating groups in the United States. The cooperating groups abroad provide 
local transportation and other project costs. Livestock specialists judge shows 
abroad, explain U.S. breed characteristics and advantages, and provide the point 
of contact for export sales of U.S. breeding stock. 

Efforts to promote exports of hides and skins, in cooperation with the American 
National Cattlemen’s Association, the National Hide Association, the National 
Independent Meat Packers’ Association, and the Western States Meat Packers’ 
Association, have thus far been devoted primarily to market studies and the de- 
velopment of trade contacts. 

Specific project results to date include: improved quality of tallow exports to 
Japan resulting in elimination of claims against U.S. tallow shipments and a 
consequent 22-percent increase of such exports; sale of 100 head of breeding swine 
to Chile; sale of 100 head of sheep to Peru; improved “quality consciousness’ for 
lard by the German consumer; and improved relations between U.S. and foreign 
hides and skins traders. 

(g) Tobacco promotion.—Cooperative projects have been entered into with the 
Burley and Dark Leaf Export Association, the Leaf Tobacco Exporters’ Associa- 
tion, and Tobacco Associates for work in 17 countries to date. Two types of 
project activities are carried out—marketing research and surveys, and intensive 
promotional campaigns. 

Marketing research and surveys serve two purposes: (1) To ascertain promo- 
tional possibilities, and (2) to provide needed trade information such as consumer 
preference, market information, and trade organization and structure and prefer- 
ence. Exchanges of trade personnel and information have been included in these 
project activities. 

Promotional efforts are concentrated in three countries offering best opportuni- 
ties: France, Japan, and Thailand. For each country, U.S. cooperators work 
with the tobacco monopoly concerned in carrying out intensive promotional 
campaigns using the following techniques: exchanges of trade personnel and 
information; ‘‘brand’’ promotion of cigarettes containing U.S. leaf; and the 
improvement of tobacco handling, blending, and processing to produce a better 
cigarette. ‘‘Brand’’ promotion is carried out through contests; advertising, by 
radio, news media, trade journals, and posters; and other direct consumer appeals. 

Specific results to which promotional activities have contributed include: an 
increase from 12 million pieces to 26 million pieces monthly for ‘‘Royale”’ cigarette 
sales in France, cigarettes containing 65 percent U.S. leaf; a sales increase from 
7.8 to 10.5 billion pieces of ‘‘Peace”’ cigarettes in Japan, the leader among Ameri- 
can-type cigarettes containing U.S. leaf; and an increase from 7 million pieces to 
14 million pieces monthly for “Gold City” cigarette sales in Thailand, a brand 
containing 100 percent U.S. leaf. 

(h) International trade fairs —Under international trade fair activities, FAS 
organizes and manages exhibits, provides space, furnishes supplies and equipment, 
and pays travel and other necessary costs. U.S. trade, agricultural, and industry 
groups participate by supplying exhibit ideas and materials and technical per- 
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sonnel to man exhibits and carry out other promotional activities in connection 
with displays. Through taking part in 41 international exhibits through fiscal 
year 1959, FAS and participating U.S. groups have made direct promotional 
contacts with some 21 million tradesmen and consumers abroad. In 1960 FAS 
expects to participate in 14 fairs. 

Trade fair exhibits serve both to promote commodities by displays or demon- 
strations and as an operational base from which participating U.S. trade groups 
may undertake additional promotional or sales activities. Dairy industry leaders 
in the country, for example, are invited to the exhibit for a special processing 
demonstration. It is held in a complete dairy plant set up within the exhibit to 
produce milk and ice cream from nonfat dry milk solids and anhydrous butterfat,. 

Samples of U.S. farm products are distributed as a feature of these exhibits, 
Products sampled include recombined milk, ice cream, and cheese; citrus juices: 
doughnuts, bread, and pastries from U.S. wheat flour; and cigarettes containing 
U.S. tobacco. This gives many people abroad their first opportunity to taste 
American food products. 

(i) Other projects and activities—FAS undertakes projects directly in cases 
where the work is considered desirable and where it is impracticable to operate 
the project on a cooperative basis through a private trade group or institution. 
Whenever the work can be done more effectively or more economically, the 
projects are carried out through contracts with U.S. or foreign organizations. In 
cases where FAS operates a project directly ,interested trade groups are consulted 
and informed of results. 

Principal types of FAS projects which are being carried out include: marketing 
studies and analyses; personnel exchanges; and long-range studies of supply and 
demand. This latter category accounts for most of the amount requested for 
these projects. 

Long-range studies of supply and demand underway or planned are compre- 
hensive economic studies which include consumer preference for food, fiber, and 
tobacco; food consumption patterns at different income levels; and long-term 
projections of supply and demand for agricultural commodities with particular 
emphasis on the types available for export from the United States. Work is 
generally contracted out to qualified firms operating in the countries in which 
work is undertaken. Results of these studies are expected to assist in the develop- 
ment of foreign markets and to serve as the basis for planning future promotional 
work, 

6. Financing 

Foreign currencies obligated for market development projects since the begin- 

ning of the program are summarized by fiscal year as follows: 


[Thousands of dollars] 


! 
Fiscal year USDA | Cooperator Total 


funds funds 





$165 
2, 287 | 
1, 446 | 
1, 688 


(2) 


1 Estimated. 
2 Not available. 


Dollar costs to support the market development program were $214,000 in 
1959 and are estimated to amount to about $224,000 in 1960 and $254,000 in 
1961. These costs are centered in the Foreign Trade Promotion Division which 
devotes full time to the market development activities. No indirect costs have 
been included because those costs are distributed to other units in FAS and 
would continue in 1961 regardless of the level of the special foreign currency 
program. 

Table 1 attached shows actual obligations in dollar equivalents of foreign 
currencies by country from the beginning of the program through fiscal year 
1959, and estimated obligations for 1960 and 1961. Table 2 shows obligation 
by commodity and miscellaneous projects and cooperators’ contributions from 
the beginning of the program through December 31, 1959. (See also ch. No. 7.) 
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TABLE 1.—Dollar equivalent of foreign currency obligations 


Country 


Argentina..-- 
Australia... 
Austria 

Belgium 

Brazil. : 
British Guiana 
Burma 

Canada 

Ceylon 

Chile init 
Colombia-_.. 
Costa Rica. 
Denmark 

Ecuador 

Egypt % 

Fl Salvador__._- 
Finland... 

France in lniaie 
Germany........- 
NL ee eiihasa 
Greece _ a 


Guatemala_...-- 


Hong Kong... 


Nigeria... 
Norway 
Pakistan- 
Panama. - 

Peru EO 
Philippines. 
Poland ‘ 
Portugal!....- 


Surinam 
i 
Switzerland 

Thailand 

Turkey 

Union of South Afric 


RE PRINCOUIE DS «cia Seles eaidinaicosicistpassts 


PM si bike cp Wasianccicansngens - 
Venezuela , 
West Indies Federation 


MONE foo de ccukah a aacde dncpks uleaiie win Tumanoawaciien 


Total 104(a) 
Total 104(f) 


Grand total...<..-...<<. je wtenteagacesacaaeen Seuearees | 12, 663, 779 | 


_ 
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Obligations 
from begin- 
ning of pro- 
gram 
through 
fiscal year 
1959 


$112, 271 

4, 500 
681, O81 
173, 602 | 
568, 236 | 


177, 942 | 





276, 178 
354, 221 | 
115, 215 
184, 625 
82, 804 
1, 515, 154 | 


608, 117 
148, 268 


~ "436, 654 | 


17, 378, 611 | 





17, 432, 847 


Estimated 

obligations 

fiscal year 
L960 


$139, 180 


503 | 


264, 573 
56, 945 
362, 333 
6, 000 
260, 187 
108, 000 
28, 000 
209, 247 


232, 822 | 
6,000 | 


98, 000 
129, 103 


84, 441 | 
52,000 | 


77, 509 
703, 181 


718, 043 | 
34, 400 | 


559, 895 


13,023 | 
47,000 | 


, 038, 350 
124, 490 
184, 053 


5,000 | 


312, 187 
. 941 

, 152 

2, 302 
23, 110 
8, 451 

, 604 

5, 000 

, 000 


10, 000 | 
, 453 | 


5, 000 
, 304 


2, 963 | 


56, 460 
, 823 


,000 |. 
2, 000 | 
, 317 | 


), 267 


2, 185 


192, 386. 


5, 000 
5, 000 
77,000 


488, 137 | 


11, 323, 015 
65, 764 


1, 275, 000 | 


Estimated 

obligations 

fiscal year 
1961 


$15, 000 


“245, 000 
220, 000 
515, 000 


100, 000 

450, 000 

20, 000 

105, 000 

65, 000 
397,000 

200, 006 
820, 800 
925, 000 
20, 000 
321,000 
20, 000 
50, 000 
931, 000 


857, 600 
1, 512, 900 
74, 000 
80, 000 
223, 400 
330, 000 


100, 000 

290, 000 

20, 000 

294, 000 

126, 000 

160, 000 

32, 500 

1, 214, 000 

10, 000 

170, 000 
270, 000 
307, 000 
64, 000 
20, 000 
475, 000 
66, 000 
180, 000 
40, 000 
175, 600 


13, 621, 800 
1, 000, 000 


14, 621, 800 
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TABLE 2.—Obligations by commodities and miscellaneous projects and contributions 
by cooperators from the beginning of the market development program through 


Dec. 31, 1959 


[Stated in approximate dollar equivalents] 





Commodity or project 


Cotton... ee 

Dairy and poultry 

Fats and oils 

Fruits and vegetables 

Grain and feed 

Livestock and meat 

Tobacco 

Trade fairs__-_- z ; 

Other projects and surveys. 

Genera! operating expenses and 1100__- 

Special attaché project and 1000 
RL RO on ccanan ss 
Total 104(f) 
Tota! 104(m) 


Grand total. 


FAS obli- 
gi 


2, 371, 176 


2, 796, 630 | 


20, 083, 1 


21, 361, 270 


Contributions 


a 

Foreign co- 
operators 
or others | 


| 


4, 355, 448 


operators 


ations | U.S. co- 
|- 
| 


, 040, 614 9, 763, 782 
7, 948 | 2, 648, 284 
441,195 | 1, 955, 813 
i, 515, 285 

229, 752 3, 366, 494 
41, 628 261, 616 
317, 067 | , 732, 305 
| , 268, 390 
945, 563 
791, 454 
903, 579 
0 , 676, 407 5,393,038 | 27, 152, 565 
“ee : 114, 735 
5s Seen ok 1, 163, 415 


367, 720 | 
269, 160 | 
282, 300 
248, 870 
340, 112 
51, 860 | 
116, 385 


, 232, 318 | 
266, 415 | 


168, 128 
, 298, 853 | 
, 268, 390 | 
945, 563 
791, 454 |- 
903, 579 |- 





2 
114, 73 
, 163, 41 


1, 676, 407 5, 393, 038 | 28, 430, 715 


U.S. Government, Private Trade 
Share Export Promotion Cost 


2 


COTTON 

TRADE FAIRS 

GRAINS & FEED 
DAIRY & POULTRY 
FATS & OILS 
TOBACCO 

FRUITS & VEGETABLES 


LIVESTOCK & MEAT 


CHART NO. 7 


USDA 


AcTIVITIES UNDER 


$ MIL. 
3 4 5 — + 8 


ed | 
QQ, GGG] 
| 


j 
GOVERNMENT 
~ CONTRIBUTION 


| TRADE NN 
contaibution 


$24.0 MIL. 
I 
July 1, 1955 - June 30, 1959 


FAS@NEG. 2000 


Pusiic Law 480 AND RELATED PROGRAMS 


This statement describes the activities and shows the progress for the following: 
I. Sale of commodities for foreign currencies under title I of Public Law 480 
(Agricultural Trade Development and Assistance Act). 
II. Grants of commodities to friendly peoples for famine relief and other 
assistance under title II of Public Law 480. 
III. Sale of commodities for foreign currencies under section 402 of the 


Mutual Security Act. 
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(Uses by agencies of the Department of Agriculture of foreign currencies 
derived from sales under title I are discussed elsewhere in these explanatory notes, 
as follows: 

(a) Market development projects under section 104(a) and agricultural and 
horticultural exhibitions under section 104(m) are included in the justification of 
the Foreign Agricultural Service, beginning on page 467 of this volume. 

(b) Market development research abroad under section 104(a) and agricul- 
tural forestry, and marketing research under section 104(k) are discussed in the 
justification of the Agricultural Research Service.) 


I. SALE OF COMMODITIES FOR FOREIGN CURRENCIES UNDER TITLE I OF PUBLIC 
LAW 480 

1. Authority 

Title I of the Agricultural Trade Development and Assistance Act, Public Law 
480, as amended, authorizes the President until December 31, 1961, to enter into 
agreements with friendly nations providing for the sale of surplus commodities 
for foreign currencies. In negotiating such agreements the President is required, 
among other things, to take reasonable precautions to safeguard usual marketings 
of the United States and to assure that sales for foreign currencies will not unduly 
disrupt world prices or normal patterns of commercial trade with friendly coun- 
tries, to take appropriate steps to assure the use of private trade channels, and to 
give special consideration to the development and expansion of demand abroad 
for agricultural commodities. The legislation authorizes the Secretary of Agricul- 
ture to determine the nations with whom agreemeggs shall be negotiated and to 
determine the commodities and quantities which may be included in such negotia- 
tions and agreements. The President is authorized to use, in agreement with the 
country concerned, foreign currencies accruing from sales for various purposes. 


2. Total program agreements 


Since the inception of the program through November 30, 1959, a total of 170 
agreements, or supplements to agreements were entered into with 38 friendly 
governments. The total value of these agreements based on costs to the Com- 
modity Credit Corporation is estimated at $5,273.4 million with an export market 
value of $3,668.6 million, both exclusive of ocean transportation costs of $431.4 
million to be financed by CCC. CCC is reimbursed for its costs by appropria- 
tions. The commodity composition export market value, and CCC cost of these 
agreements are summarized in the following tabulation. (See also chart No. 8). 





Approximate Export Estimated 
Commodity quantity — CCC cost 
value 


Million | Million 
Wheat and wheat flour | 1, 021, 695, 000 $1, 700.2 | $2, 745. 
IN Seo 8 ace iia abieiee sccm 1 225, 283, 000 264. 4 403. 
Rice : 38, 633, 000 240. 3 387. 
Cotton cis 4, 113, 200 633. 864. 
Cotton linters 7,000 
SN) NOR a ee en 120, 872, 000 
Tobacco 258, 440, 000 | 
ee ae ENE EP, 285, 333, 000 
Fats and oils Bae 3, 657, 874, 000 
Poultry 17, 661, 000 
Dry edible beans Hundredweight- | 591, 000 
Fruits and vegetables_- 177, 955, 000 

d Hundredweight. 10, 000 
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Ocean transportation 431.4 
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Total, including ocean transportation - - 4, 100.0 
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8. Shipments 


About $3,100 million worth or almost 85 percent of these commodities at export 
market value were shipped as of November 30, 1959. About $730 million of this 
amount represented shipments during the fiscal year 1959, and about $290 
million during the 5 months of the fiscal year 1960, roughly parallel to the level 
during the same period in the fiscal year 1959. Shipments for the 1959 fiscal 
year were up about 10 percent from the level reached in the fiscal year 1958. 
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The value of shipments represented about 20 percent of the total value of U.S. 
agricultural exports during the fiscal year 1959. In terms of quantities, title | 
wheat exports comprised about 61 percent of total wheat exports during the 
fiscal year 1959; rice, 27 percent; cotton, 20 percent; and cottonseed oil and 
soybean oil, 71 percent. 


Foreign Currency Sales 
Continue at High Level 


$ BIL. 


Excess of 
CCC Cost over 
Export Value 


1.5 Export Value 
Paid In Foreign 
Currencies 
(incl. Ocean Transp.) 


0 


1955 1956 1957 1958 1959 


YEAR ENDING JUNE 30 


USDA CHART NO. 8 FAS-NEG. 1999 


4. Progress during 1959 fiscal year in negotiating agreements 

(a) Korea.—On June 30, 1959, an agreement was signed involving the sale of 
$33 million worth of wheat, cotton and feedgrains. Of this amount, the hwan 
equivalent of $25 million, or 85 percent, will be turned over to the Republic of 
Korea as a grant for defraying part of the expense of maintaining its armed 
forces. The Korean armed forces serve as a deterrent factor to resumption of 
Communist aggression in that part of the world. To attain this objective, it is 
necessary for the ROK military establishment to be much larger in proportion 
to the size of the population than is true in most countries. The Korean economy 
cannot bear the huge cost alone. Therefore, common defense purposes are well 
served by allocating 85 percent of the value of the Korean title I program to 
defense support under section 104(e) of Public Law 480, 

(b) China (Taiwan).—One million dollars worth of dairy products were included 
in a sale to the Republic of China consummated June 9, 1959. As part of the 
negotiation of this agreement, the Chinese Government agreed to relax its restric- 
tions on sales of milk by a milk-recombining company which is affiliated with a 
major American dairy firm. Heretofore, this company could sell its recom- 
bined milk products only to the American community on Taiwan. It will now 
be free to expand its market to include the Chinese population. An opportunity 
is thus afforded to develop and expand an additional market for U.S. dairy 
products, and at the same time provide one more showease operation of recom- 
bined dairy products in an oriental country where per capita consumption of 
milk is very low. 

(c) France-—The agreement signed March 21, 1959, provided for sale of $24 
million worth of cotton with a usual marketing requirement of an additional $12.5 
million worth from the United States; and $3.5 million worth of tobacco with 4 
usual marketing requirement of $1.5 million during fiscal year 1959 and $2 million 
worth during fiscal year 1960. The deliveries of the Public Law 480 cotton and 
the usual marketing requirement for cotton may extend through calendar year 
1959. Deliveries of Public Law 480 tobacco may extend through fiscal year 1960. 
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By providing for deliveries of tobacco on this basis it was possible to restore the 
usual marketing requirement to the $2 million level for fiscal year 1960 over the 
$1.5 million level for fiscal year 1959. The lower figure was a result of France’s 
financial difficulties during the e: irly part of fiscal year 1959. As regards currency 
uses, this agreement provides among other U.S. agency uses for approximately 
$6 million worth of French franes for military dependent housing. It also pro- 
vides for approximately $2,455,000 worth of francs for research on utilization of 
agricultural commodities. 

(d) Spain.—An agreement signed with Spain on January 13, 1959, provided 
that $1 million worth of tobacco could be sold for pesetas under the agreement in 
the form of tobacco products with the leaf tobacco content of the products 
financed under Public Law 480. This has helped make possible the resumption 
of imports of American cigarettes into Spain after such imports had been pro- 
hibited for several years. On currency uses, the agreement provided among 
other uses that construction materials worth the equivalent of $200,000 would 
be provided by Spain for assistance to the American School in Tangier, Morocco. 

(e) India.—A $238.8 million agreement was entered into with India. This 
sale helped reduce burdensome supplies of U.S. grains. It also came at a very 
opportune time from the standpoint of enabling India to help meet its serious food 
deficits. Local currencies generated from the sale of commodities under this agree- 
ment are playing a significant role in continuing India’s economic development. 

(f) United Arab Republic (Egypt).—An agreement and supplement were signed 
with the United Arab Republic for the sale of surplus U.S. agricultural commodi- 
ties totalling $62.3 million market value including ocean transportation. Com- 
modities included: wheat or wheat flour, tobacco, rice, soybean or cottonseed oil, 
feed grains, poultry, nonfat dry milk, and anhydrous milk fat. This is the first 
title I program with that country since December 14, 1955. It has substantially 
contributed to the strengthening of friendly relations between the Governments 
of the United States and the United Arab Republic. The Egyptian pounds gene- 
rated by the title I sales are being used for a variety of purposes, including the 
development of markets for U.S. commodities in the United Arab Republic, loans 
to private business firms, and a loan to the United Arab Republic for economic 
development purposes. Also, approximately $500,000 worth of Egyptian cur- 
rency proceeds will contribute to the support of the American University of 
Cairo—an influential American-sponsored educational institution. 

(g) Israel—The agreement with Israel provided for the sale of $38.3 million 
worth of agricultural commodities, market value including ocean transportation. 
Of this amount, the Israeli pound equivalent of up to $2 million may be used for 
agricultural utilization research. By this means Israel scientific institutions and 
scientists ean add substantially to the development of new uses for U.S. agri- 
cultural commodities and to the expansion of export markets. 


5. Program results 


Table I shows the commodity composition of the agreements entered into 
through December 31, 1959, in terms of dollar amounts, table II, the approximate 
quantities, and table III, the planned uses of the foreign currencies. 

6. Amendments to title I 

Public Law 86-341, approved September 21, 1959, amended title I by extending 
the authority for 2 vears through December 31, 1961, and increasing the authori- 
zation from $6.25 billion to $9.25 billion. 

In addition, the amendment provides (1) that from sale proceeds and loan re- 
payments under title I not less than the equivalent of 5 percent of the total sales 
made under title I after September 21, 1959, shall be available for agricultural 
market development activities under 104(a), with the use of funds subject to 
appropriation procedure after June 30, 1960; (2) for the revision of 104(b) to 
authorize the purchase of other materials in addition to strategic and critical 
materials for the supplemental stockpile; (3) for the separation of existing au- 
thority 104(0) into two subsections, 104(o) for American educational studies 
abroad and new 104(p) for workshops and chairs in American studies abroad; 

) for a broadening of 104(k) to inelude health, nutrition, sanitation, and cultural 
me educational development programs; (5) for use of foreign currencies to pur- 
chase nonfood items for emergency use under new subsection 104(q) within a 

$5 million limit per fiscal year; and (6) that currencies not to exceed $2.5 million 
per fiscal year may be used for financing audiovisual informational and educational 
materials, new subsection 104(r). 
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TaBLeE III.—Uses of foreign currency as provided in title I, Public Law 480, agree 


ments signed July 1, 1954, through Dec. 31, 1969 * 


[Amounts are in thousand dollar equivalents at the deposit rate of exchange] 















































Total | 
amount 
in agree- 104(e) | 104(e) 104(g) 104(f) 
ments 104(c) grants | loans to | loans to | payment Other 
Country (market | common for eco-| private foreign of U.S, US. 
value defense | nomic enter- | govern- | obliga- uses ? 
including | develop- prise ments tions 
ocean ment 
trans- | 
portation) | | 
| | | 
= _ ‘i —|— a | -| 
I ng acd co wkbemsawne | a ne oe 8, 250 36, 500 13, 150 6, 20 
is id dr asiiehs debi erties | ee chs odie ee ee ee eo 26, 300 2, 083 14, 517 
Brazil_..... ees .---| 179,920 2,000 |_. abet 149,222 | 21, 850 6, 848 
Sa eee WA OO ta cikccccucs eee oe ee 32, 550 4, 842 3, 308 
NR aici ue 21,000 |.....-----| 3,060] 5,260 8, 060 1, 86 2, 760 
ae 39, 600 SD Bn ctw atallnme teaver 31, 680 5, 831 1, 989 
China (Taiwan) .............. 35, 300 17,900 |.....- ew 6, 000 1, 000 9, 150 1, 250 
6 cei a a nots iam anc oe 70, 890 BD Nic cca wermaaanaes 11, 27 41, 180 9, 848 8, 512 
NE oe cue keke Ge Fo cccecus Dee cal 460 7, 160 1, 067 1, 253 
Nee crepe cacliwenesewcih 40,005 |.........- Secratid -| 2,058 | 23, 964 3, 087 10, 986 
I 660 ah ends cence nase A eee eee SR Oe iscieeesas: 9,019 34, 92 
RII oo kee one ENING ome msi baa eee eee SN ee a 120 1, 08 
ee a ee ee a 5cushetee | 7, 470 2, 900 7, 400 14, 480 3,750 
RN Popa wees Rae ones | Rinacenee 765 5, 986 1, 446 | 2% 
| ee eee ee } SUES Bacccccomce 194, 400 91, 699 492, 233 91, 570 | 7, 031 
ee .| 148, 300 x | 15, 900 | 12, 800 85, 895 22, 030 11, 675 
re Fo ame : 12, 411 Bi Pe leaabicesalis indies 2, 503 2,814 1, 331 
a oe de os I tee ae eee sacl 19, 827 91, 637 13, 126 6, 364 
UN eh | MO Te ono ee 6,250 | 100, 500 18, 256 27, 804 
IE SiG 2 cs oe acnege 150, 800 eh cee onaeed eae ae 108, 850 305 41, 645 
os a a a ce | 165, 030 POE S00 Vcc coke oses OE Bxaw cn acke 24, 540 3,98) 
|) eee | OO Vcecwi ania l iivecsonae | 7, 100 13, 600 2, 900 4, 60 
DERN Sook cc ecacet coal OG hoes ca ee Re es ae. 25 250 
SS ee ee ] 271, 950 79, 366 12, 860 29, 260 90, 660 26, 824 32, 980 
ee .| 3,000 |._._-- es Magee SM 2, 250 | 559 191 
RN ne ce aes oo Sa 25, 280 | MOO enc cans | 1,974] 16,123] 3,499 | 3, 58 
MMR oc ea 14, 400 S00 4 onic 1, 000 5,200 | 2,993 2,107 
SRR do cbs cbkentnaw ne RO hs ce tn eee = gp aastinbidad tee 58, 980 134, 82 
Portugal. ......-- Sepia WARD Hou. cease be ps teen beh ate nee 3, 400 1, 602 2,008 
EMR eta a oe BOR 200 DONO each ences cca 196,730 | 146, 443 39, 047 
MIND actesic da cucwewnnmicn 4,600 |_...-. : Dae ces en, 2, 050 970 | 1, 580 
NE he ik ica emcee 232, 265 | Pee Paccakecbat | 18, 230 58, 042 75, 983 | 22, 221 
An teevot) = .........-<1 195.000... -... cencel 2,475 54, 150 16,541 | 28, 4 
STD WOUND ooo ccm enecans NN Be te 2, 400 4, 800 960 1,40 
United Kingdom__....___.__- 48, 150 (3) Seine sae i ere ee stink 220 | 47, 930 
ee owe 57,300 15.<: ee cea 9, 250 18, 700 3, 480 5,70 
a i 10, 900 S008 bececs ccc OOO sawn ae 1, 870 | 930 
(OE ee DI FOR be dd cacy ie <P Rees 204, 821 39, 048 39, Ml 
TN ive nui tod aeieitimwatwe | 4 4, 159, 483 316, 048 339, 710 281,917 {1,953,146 | 653, 371 | 615, 291 
jar Ss ee = ops) See 2) Se 
Uses as percent of total___---- | 100. 0 7.6 | 8.2 | 6.8 | 47.0 15.7 | 14.7 





1 Amounts shown are subject to adjustment when actual commodity purchases and currency allocations 


have been made. 


2 In order to provide flexibility in the use of funds, many agreements provide that a specified amount of 
foreign currency proceeds may be used under various U.S. use categories including currency uses which are 
limited to amounts as may be specified in appropriation acts. 


provided for specific U.S. uses, comprise the amounts shown below. 


These amounts, together with amount 


Included in this category are use 


specified under subsecs. 104 (a), (b), (h), (i), @), (kK), @), (m), (), (0), (p), (q), (r), and sometimes (d) and {f 
in as far as specified in agreements. ; : = 
3 The Japanese agreement for the July-June year 1955-56 provides for the use of $8.1 million and the 


United Kingdom agreements provide for approximately $34.9 million 104(c). 


However, since in return for 


this currency use, these countries will construct and make available to the U.S. Armed Forces an equivalent 
of dependent housing, the amounts are shown under 104(f) and “Other U.S. uses.” 
4 Amounts shown in this column may differ from amounts shown on table II which reflects purchas 


authorization transactions. 


Il. 


ASSISTANCE 


1. Legislative authority 


UNDER 


TITLE 


480 


GRANTS OF COMMODITIES TO FRIENDLY PEOPLES FOR FAMINE RELIEF AND OTHER 
II OF PUBLIC LAW 


The Department cooperates with the International Cooperation Administra 
tion in the review and clearance of all proposals for use of commodities pursuant 
Under this title the President is authorized 


to title II of Public Law 480. 


furnish, out of CCC stocks and on a grant basis, surplus agricultural commodities 








agree- 


Other 


uses ? 


| 


= 


DDO SD 
on 


we ES Homme mrs 
BSEZSSSReexze2ses 


BN Bro Fre 
RZE5S8Se 


38258 
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99) 
39, 4 
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1h 





—_—_—_—_—— 


locations 


ymount of 
which are 
. amounts 
y are uses 
d) and (f 


n and the 
return for 
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to friendly governments or peoples, to assist in meeting famine, or other urgent 
or extraordinary relief requirements, or to assist. programs undertaken with 
friendly governments or through voluntary relief agencies. Programs of assistance 
may be authorized over a 74-year period ending December 31, 1961. Reasonable 
precautions must be taken to assure that these transfers will not displace or 
interfere with sales that might otherwise be made. CCC is reimbursed for its 
costs by appropriations. 


9, Shipments authorized 


Through November 30, 1959, shipments authorized approximated $579 million, 
including $351 million in grain, $32 million in fats and oils, $16 million in raw 
cotton, $69 million in milk and milk products, and $4 million in dry beans. Ocean 
transportation costs of $108 million are included, of which about three-fourths 
are for ocean freight on title III donations. 

Transfer authorizations issued under title II from July 1, 1954, to December 31, 
1959, are shown in table IV. 


8. Program highlights 


Programs undertaken recently are illustrative of the scope of this legislation. 
About 20,000 tons of wheat and grain sorghums, valued by CCC at $2.7 million, 
were provided for free distribution to the needy in Ethiopia where severe locust 
infestation following drought during the last 2 years seriously depleted food 
stocks in certain areas. To avert threatened food shortgaes in Guinea about 
8,000 tons of rice and wheat flour are being shipped to that area. 

Severe drought in Libya reduced grain production well below usual levels. 
In order to avoid serious malnutrition of the Libyan population and critical loss 
of livestock, more than 50,000 tons of wheat and feed grains at a total value of 
$6,650,000 are being provided. The wheat will be distributed free or as part 
payment of wages for work relief. The feed grains will be distributed to farmers 
unable to buy livestock feed and will be used to maintain foundation breeding 
stock and work animals. Following a series of devastating cyclones and floods, 
100 tons of milled rice were shipped to Madagascar for free distribution to the 
flood victims. 

Wheat, rice and nonfat dry milk are being provided for relief of Algerian refu- 
gees who have crowded into Morocco and Tunisia. About $1.4 million worth 
of food has been shipped to Morocco to be distributed over a period of 6 months 
under the supervision of the League ot International Red Cross Societies. Wheat 
and dry milk valued at $7.5 million will permit continuation of the refugee retief 
program in Tunisia for several months. 

Widespread famine and unemployment caused by prolonged drought in Jordan 
are being relieved through shipments of about 80,000 tons of wheat and flour 
and 20,000 tons of feed grains. The grain will be distributed free to the needy, 
used directly as wages on work reliet projects or sold commercially and the pro- 
ceeds used to pay cash wages for work relief. Since 1956, Yemen has been beset 
by continued drought which has reduced grain harvests substantially. About 
35,000 tons of wheat and flour were supplied for distribution to people unable to 
buy food. 

A major crop failure due to wheat rust damage threatened famine and unrest 
in Afghanistan. Shipments of 50,000 tons of wheat valued at $8.5 million are 
being supplied with the understanding that the grain will be sold on a nondis- 
criminatory basis at a mutually agreed price. The proceeds will be placed in a 
special account and used for mutually agreed projects. 

Twenty-five tons of dry milk were supplied to Sudan to help combat a disease 
known as Kala Agar which has become epidemic. 

About $2.5 million worth of raw cotton has been furnished to voluntary agencies 
to be used in the manufacture of mattresses and bedding for needy persons in 
Germany, Spain, and Vietnam. Bedding and other articles will be distributed 
in Germany free to institutions caring for needy people. Mattresses will be given 
to destitute persons in Spain. The voluntary agencies are financing the processing 
and manufacturing costs. In Vietnam, the raw cotton will be used to stuff 
quilts made out of bags which contained U.S. surplus wheat donated to the volun- 
tary relief agencies. The quilts will be produced in schools receiving support 
from the relief agencies and will be distributed free to 12,000 refugees from the 
north who are settling in new land development projects. 

Intermittent heavy rains created floods in Uruguay disrupting transportation 
and food distribution. About $22,000 worth of surplus foods were provided for 
distribution to flood victims. The U.S. Armed Forces delivered medical supplies 
and milk by helicopter to the Uruguayan Ministry of Health. 
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Amendments to title I] 


Public Law 86-341, approved September 21, 1959, amended title II by extend- 
ing the authority for 2 years through Dec ember 31, 1961, and increasing the 
authorization from $800 million to $1.4 billion. 


TaBLE IV.—Transfer authorizations issued under title II, Public Law 480, July 1 
1954, through Dec. 31, 1959 


{Thousands of dollars] 
| Bread | Coarse | Fats y | Milkand Raw 
Area and country | Total | grains | grains jand oils F milk cotton 
products 


Europe (total) ___-- sees 70,986 | 76,579 | 31,346 ¢ 37,055 





Austria aunt) Sear i 21, 987 
Czechoslovakia | ,005 |........] 1,006 
Germany, Feder: ul Republic 3, 365 | 236 686 
Germany, Soviet occupied __-| 7 36 380 
Hungary A v 2,6 : 1, 907 2,088 
Italy nieeteeen en 78, 50: 26, 186 4,391 | 10,306 
Spain Re ) ao. ‘ 

Yugoslavia 


Africa (total)...-- inintipetazde cient - 65, 490 | 5 
Ethiopia ee 6, 210 
Ghana. --. saa i 605 
Guinea _- 2, 000 46 
Libya . 16, 895 | 13,600 
Malagache Republic. ----.-- 26 |- ; 
Morocco 584 8, 568 |- ar 16 1,000 
Tunisia _ 30, 170° A 235 28 nee 3. 085 600 

















Near East and South Asia (total).| 128, 077 83, 963 | 4,101 | 





Afghanistan 1, 620 | | ‘17, 620 
Ceylon a iaCei 8, 166 4, 821 
India 4. 665 1,017 
EE Seen ee 2, 748 2, 748 
Jordan 17, 464 | 13, 954 3, 510 
Lebanon Seecne . 10, 245 9, 715 530 
Nepal er 3,315 3, 250 5 
Pakistan 47,717 | 22,160 
Sudan_. . 9 
Turkey-__- 12,180 | 4,730 
(a 3, 948 3. 948 











+ East and Pacific (total). _.-- 47, 599 30, 425 





Jambodia ae 
C hina, Republic of 
Japan eS i 37,774 | 29,699 
Korea sacs 78 
Laos 
Ryukyu Islands._----------- 
Vietnam 








Latin America (total) 37,496 | 15, 406 1, 1, 491 











Bolivia _-_-- 17,182 | 10, 102 
British Honduras_. 273 
Costa Rica 212 
Guatemala 3, 238 
Haiti 3, 409 
Honduras 211 
Mexico 216 
Peru 12, 738 
Uruguay 17 


Christmas holiday _- "16, 688. 
American voluntary relief agen- 
cies and international organi- 
zations (total ane a ees 10, 100 





Total commodity program.| 476, 436 | 
Ocean freight: 
Title Il shipments 1 22, 776 
Title III foreign donations...| 85, 613 














Grand total | | 584, 825 




















1 Excludes approximately $22 million ocean freight for fiscal years 1955 and 1956 financed under the Mutual 
Security Act. 
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Ill, SALE OF COMMODITIES FOR FOREIGN CURRENCIES UNDER SECTION 402 OF THE 
MUTUAL SECURITY ACT 


Section 402 of the Mutual Security Act authorizes funds to be appropriated to 
finance the export and sale for foreign currencies of surplus agricultural commodi- 
ties or products thereof produced in the United States. In close cooperation with 
the International Cooperation Administration, transactions are initiated or pro- 
moted, by the Department in the sale of surplus agricultural commodities under 
section 402. A minimum of $175 million was required to be utilized during the 
fiscal year 1959. The Mutual Security Act of 1959, Public Law 86-108, approved 
July 24, 1959, provides that a minimum of $175 million of the funds available 
under the act during the fiscal year 1960 shall be used to finance sales for foreign 
currencies or grants of surplus agricultural commodities. ICA approved procure- 
ment authorizations totaling approximately $188 million worth of agricultural 
commodities in 1959 compared to about $206 million in 1958, as indicated in the 
following table. 

{In millions] 





Export market value 


authorized 
Commodity 


Bread grains 
Coarse grains 
Cotton aback és 
Fats and oils 
Dairy products Sane Blane cies dapahraeobiaeds 5 é 
Other tua woul : 4 116.6 





Total . 188. 0 


| Includes ocean transportation. 


Mr. Wurrren. In connection with that I think the committee 
would like to have this information by line project. 

Mr. Minor. All right. 

Mr. Wurrren. I am sure you have such a listing and I think the 
record might well show who is cooperating with you. 

Mr. Minor. We will be glad to furnish that. 

(The information requested follows: ) 


List or TRADE ASSOCIATIONS OR RELATED Groups SIGNATORY TO PuBLic Law 
480, Section 104(a) Market DEVELOPMENT AGREEMENTS WitH FAS ! 


SIGNATORY GROUPS 


Cotton: Cotton Council International, Memphis, Tenn. 
Dairy: 
American Guernsey Cattle Club, Peterborough, N.H. 
Ayrshire Breeders’ Association, Brandon, Vt. 
Brown Swiss Cattle Breeders’ Association, Beloit, Wis. 
Dairy Society International, Inc., Washington, D.C. 
Departmento Tecnico Interamericano de Cooperacion Agricola, Santiago, 
Chile. 
Escritorio Tecnico de Agricultura, Rio de Janeiro, Brazil. 
Holstein-Friesian Association of Amreica, Brattleboro, Vt. 
Peruvian National College of Agriculture, Lima, Peru. 
Purebred Dairy Cattle Association, Pe terborough, N.H. 
Servicio Cooperativo Interamericano de Agricultura, Quito, Ecuador. 
Fats and oils: 
American Soybean Association, Hudson, Iowa. 
National Association of Margarine Manufacturers, Washington, D.C. 
Soybean Council of America, Inc., Hudson, Iowa. 


1 Includes all trade associations and related groups under sec. 104(a) Public Law 480 (83d Cong.) from 
market development program’s inception through Feb. 29, 1960. List does not indicate large number of 
nonsignatory cooperating groups. Excludes FAS projects and trade fairs. 
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Fruits and vegetables: 
California Grape and Tree Fruit League, San Francisco, Calif. 
California Prune Advisory Board, San Francisco, Calif. 
California Raisin Advisory Board, Fresno, Calif. 
Cling Peach Advisory Board, Inc., San Francisco, Calif. 
Florida Citrus Commission, Lakeland, Fla. 
Maine Potato Council,? Presque Isle, Maine. 
Northwest Horticultural Council, Inc., Yakima, Wash. 
Sunkist Growers, Inc., Los Angeles, Calif. 
Winter Pear Control Committee, Portland, Oreg. 
Livestock and meat products: 
American Meat Institute, Chicago, IIl. 
American National Cattlemen’s Association, Denver, Colo. 
National Association of Importers & Exporters of Hides & Skins, New York, 
Ni. 
National Hide Association, Chicago, III. 
National Independent Meat Packers’ Association, Little Rock, Ark. 
National Renderers’ Association, Chicago, Ill. 
Servicio Cooperative Inter-Americano de Produccion de Alimentos, Lima, 
Peru. 
Western States Meat Packers Association, Inc., San Francisco, Calif. 
Grain and feed: 
Board of Trustees of the Leland Stanford Junior University, Stanford, Calif, 
Division of Wheat Development, State of Nebraska, Lincoln, Nebr. 
Farmers’ Hybrid Popcorn Growers’ Association,? Nashville, Tenn. 
Grain Sorghums Producers Association, Amarillo, Tex. 
Great Plains Wheat Market Development Association, Garden City, Kans. 
Michigan State University, East Lansing, Mich. 
Millers’ National Federation, Washington, D.C. 
Oregon Wheat Growers’ League, Pendleton, Oreg. 
Oregon Seed Council, Corvallis, Oreg. 
National Federation of Grain Cooperatives, Washington, D.C, 
Nebraska Wheat Growers’ Association, Lincoln, Nebr. 
Pacific Seed Export Market Institute, San Francisco, Calif. 
Programa Cooperativo de Experimentacion Agropecuaria, Peru 
U.S. Rice Export Development Association, Inc., New Orleans, La. 
Washington Association of Wheat Growers, Ritzville, Wash. 
Western Bean Dealers, Inc., Twin Falls, Idaho. 
Western Wheat Associates, U.S8.A., Inc., Portland, Oreg. 
Poultry: Institute of American Poultry Industries, Chicago, Ill. 
Tobacco: 
Burley & Dark Leaf Export Association, Inc., Washington, D.C. 
Leaf Tobacco Exporters’ Association, Inc., Greenville, N.C. 
National Cigar Leaf Tobacco Association, Washington, D.C. 
North Carolina State College,’ Raleigh, N.C. 
Tobacco Associates, Inc., Washington, D.C. 
University of Kentucky,® Lexington, Ky. 
University of Tennessee,’ Knoxville, Tenn. 


SHIFT OF ATTACHE COSTS 


Mr. Wuittren. Turning to one other item, this $950,000 that 
you are asking for salaries and expenses, what is the basis of having a 
separate item? I notice for the other activities that would be in- 
volved in the use of foreign currencies, it is consolidated into one 
appropriation. What is the basis for that? 

Mr. Minor, This $950,000 would be in dollars and would be used 
by FAS as dollars. It is an attempt to separate the costs of the mar- 
ket development pregram under Public Law 480 and the cost of 
the attaché service. This $950,000 is used for the attaché service 
as compared to the market development program under Public Law 
480. This budget is set up on the basis that the special foreign 


2 Signatory to general program agreements only, no actual project agreements entered into to date. 
3 Signatory to FAS Trade Association market development project agreements for tobacco. 
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currency appropriation would cover all foreign obligations for Public 
Law 480 but would not cover any other expenses of FAS. 

Mr. Wuirten. Is that required anywhere in the law or is that 
just an administration decision? 

Mr. Minor. It is not required by law. It is a part of the presen- 
tation of the budget this year to clarify and to accurately state the 
costs of the various categories. 

Mr. Wuirren. Would this $950,000 be used to purchase currency 
which in turn would be used by the FAS? 

Mr. Minor. It would not all be used for that purpose. Some of it 
would be. Just what part would be I cannot say. Some of it would 
be used as dollars but a good deal of it would be used to purchase 
foreign currency. It would be used to purchase currencies in a 
number of countries where there are no Public Law 480 currencies. 































RUSSIAN 





EXPORTS 





Mr. Wuirren. I note that you are beginning to recognize that 
Russia is moving out somewhat in the export field. 

It was our conclusion from talking to our top people in Russia in 
1956 that there was little chance that Russia would have surpluses for 
export in any sizable degree in the agricultural field. Hoewver, being 
the type of government it is, they might still export because it was in 
the interest of their national policy. 

Do you have any information to show that the agricultural pro- 
duction has risen to the point of having real surpluses for export. Or 
is it still a question of where they sell to advantage? 

Mr. Myers. The first point is certainly true; the second we think 
is shifting in that direction. I would like to ask Mr. Burmeister. 

Mr. BurmetstEr. Mr. Chairman, the wheat surplus was quite large 
in Russia in 1958. While they say they are using quite a bit of it 
for feed—they are trying to build up their livestock industry—there 
issome evidence that they are expanding their exports of wheat. 

Of course, they are making these sales through bilateral agreements 
and for other purposes. They are exporting more wheat in 1959 than 
they did in other years, although the crop as far as we can determine 
it in 1959 was not as big as in 1958. 

They are reaching a point in their wheat production and general 
grain production where they can become an important source of grain 
for the Western World and other parts of the world. 

Now, they are moving lots of grain into the satellite countries and 
probably some into China. We do not know about that. 

Mr. Wuirren. Russia and the Russian satellites are so tremen- 
dously large and transportation is a major factor. Russia supplies 
grain in many of these areas and on the other hand imports grain in 
other areas of Russia, do they not? 

Mr. Burmeister. That is right. 















RUSSIAN TRADE WITH FREE WORLD 


_ Mr. Wurrren. Do you have any records showing which countries 
in what we call the free world Russia does have agricultural trade with? 
Do you have access to such a listing? 
Mr. Burmeister. Yes, sir, we can supply that. We have some 
tables showing what the Western World has imported from Russia. 
52635—60—pt. 2——14 
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(The information requested follows:) 


REcENT FREE Wor.LD GRAIN Imports FROM THE U.S.S.R. 


The volume of Soviet foreign trade in agricultural commodities is not large 
but the emerging pattern of recent grain trade is of considerable importance to 
the free world. In recent years, the average value of agricultural imports and 
exports by the Soviet Union is estimated at 12 percent of total exports and just 
over 12 percent of total imports. While the U.S.S.R. continues to be a net im- 
porter of most agricultural commodities, particularly of meats and meat products 
and of sugar, in the mid-1950’s, the Soviet Union began to emerge as a significant 
exporter of grains, particularly wheat, to the free world. In the past 3 market- 
ing years, when the Soviets harvested two bumper crops, it has ranked third in 
the world exports of wheat and wheat flour, surpassed only by the United States 
and Canada. However, Soviet wheat exports are still only about half those of 
Canada and a third those of the United States. 

The satellite countries are the major importers of Soviet grain. In 1957-58 
these countries were the recipients of almost 80 percent of the Soviet wheat ex- 
port and the major portion of the rye, barley, oats, and corn exported. In 
1958-59, the satellite share dropped to just over 60 percent of the Soviet wheat 
export. Western Europe, the major importers of the free world, during the same 
period more than doubled their imports of wheat from the U.S.S.R., taking 
almost 1.1 million metric tons of wheat and flour in 1958-59. In this, the 
greatest import increases were made by the Netherlands and the United Kingdom. 

The future trend of imports of grain by the free world trom the Soviet Union 
is subject to a number of variables, primarily Soviet production and consump- 
tion of grain, and the East-West political climate. In considering total grain 
production in the U.S.8.R., it appears that current agricultural plans are suff- 
ciently sound technically to support modest yearly increases throughout the 
7-year plan (1959-65), barring climatic factors, such as the drought of 1989, 
Concurrently, the Soviet Government is committed to a program of increasing 
domestic consumption, especially of meat, milk, and eggs; which should affect 
the grain supply available for export. Least subject to the normal laws of do- 
mestic production and consumption and of foreign trade supply and demand is 
the variable of Soviet political ambitions abroad. In view of the current Soviet 
program of economic competition with the West, it is reasonable to assume that 
the Soviets will continue to offer attractive grain-import opportunities to the 
countries of the free world, particularly for wheat. 
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Wheat and flour imports of specified countries from the U.S.S.R., 1956-57 and 
1958-59 (year ending June 30) 











t large Country | 1956-57 | 1957-58 1958-59 ! 
nee to SSS SS er 
ts and | Thousand metric tons 
id just | - - ae a 
let im- Austria eee oe: psc aa te era ee tl ea eee aay 10.0 11.2 
‘oducts esate AAROID DOUG oo is ses aie ees eeoen Tee ata laa anann : 3.2 21.3 
‘ificant ED ccicm ates O08 gilts benim ie rem eoeechi epbeciie ao DL Mddicennd~sameuen 20. 1 
a Finland... peels uneatdbuteasesibites So iene 157.0 268. 5 279.1 
varket- France.... he hi ; el blip cosas pases olin on ae tease Gotan ee Ebene <tc ead 161.9 
hird in Western Germany ae en anere I caunciask Naame Gea tnkcsautierd aebiaaee 38. 6 
States Netherlands. ........s..-. SenWasiors pmmeae | Seeuceennmnads 7.2 210. 5 
Olates Norway.........<... Gana aeaGieebkatinn “ sana 78.1 117.5 88. 6 
nose of RNR: attic nescence ae : cena dhe aheidecaehcweucet 27.9 | 86.9 
Switzerland...-.....- ftv cated seca ai bi cnatasasr mcielartel a catnatdiacelidenatinmaial | 10.0 
"fe J od Kingdo = : ni niet q 55. 2 29. 6 
957-58 pce ene: Bie 2, Sirmione: ee oe: 
eat ex- = | a —-- 
d. In i TING cs cxsiicsipnivnnennncindce a 248. 3 | 489.5 | 1, 062.0 
wheat I aA a oe sere 72.0 | NR re are 
e same Czechoslovakia. . ae . 5 f 738.0 5 Ge Sh eds a 
taking Eastern Germany-.---. ; odaneeeat 624.0 1,19: 9 hi 5222. ‘ 
is, the Hungary-.-- ree . Si 227.0 372 focus 
_ Poland_..-..-_-- se 793. 5 | 316.3 | ‘ 
igdom. Rumania. _- 440.0 | DOO ito ac tieckss. S 
Union Yugoslavia. ..- ‘ 496. 0 151.1 | 199.3 
isump- Bulgaria = a : LEO Lcobendennamens . 
] grain Eastern Europe-.- — ; 3, 560. 5 3, 230. 4 2 3, 200.0 
e suffi- . nein ” — 
ut aie All Europe....- 2. re 3, 808. 8 | 3, 719.9 | 4, 262. 0 
f 1959, Algeria... .. ican cae —— whe Rito aA Aathee iel aecuia iat 35 a 115.0 
reasing Egypt ‘ a ee ee rere | 399. 7 | 202. 4 407.8 
oftijd Iraq ei Te ; pitinin ek decee b Cate eae addbd cee 30.0 
| affect Afghanistan cee becca baie sig soekdien shai odie sina Seaaaalacaeiaes 40.0 
of do- Japan jbtuewiena pire = scm csinnéduuadakssoawanseasceduese 2.1 
1and is MUNG oie enc yhtGankvucmilakewiwicn nc parinencwete aaa 10.0 |---2--2-ee0n-~-=|an-na----- ne 
Soviet Unspecified -- ate am RCRA Gere oen Nan ee ey So 129. 5 | 9.8 |-..---- eee 
ne that Nissi cocciccntcno eataicicubeiintibrcinimiu 4, 348.0 | 3, 932.1 | 4, 856. 9 
to the 
| Bushels 
wore etal... 45-5 evn daubkovecsndbeeusadiaanaaes 159, 762, 000 | 144, 478, 000 | 178, 461, 000 





1 Data preliminary and subject to revision. 
2Imports by East European countries are FAS estimates. 


Source: 1956-57 and 1957-58 data are from USDA-FAS-53-M, April 1959; 1958-59 data are from “ Foreign 
Crops and Markets,’”’ Oct. 29, 1959, pp. 31-33. 





210 


Rye imports of specified countries from the U.S.S.R., 1956-57 and 1957-58 (year 


ending June 30) 


Country 


Austria_- 

Denmark.... ais 
Finland _-- oe 
France - “s 
Western Germany...---- 
Norway siete 
Sweden..-- 


Western Europe.. 
Czechoslovakia- - - - 
Eastern Germany - 
Hungary 
Poland -.--_- 

Eastern Europe 

All Europe. .- 

World total 


We ROO akc tn catedescs. 


1956-57] 


Thousands of 
metric tons 


1957-58] 


Thousands of 
metric tons 


0 G0! 


81, 
487. 
5. 
50. 


78.7 


90.4 
256,5 


~ 30.4 








624. 


808. 6 


808. 6 | 


Bushels 
31, 833, 000 


|| © | Gomesace || sa 


395, 3 


474.0 
474.0 


Bushels 
18, 657, 000 





Source: USDA-FAS-M-53, April 1959. 


Barley imports 
ending June 30) 


of specified countries from the U.S.S.R. 1956-57 and 1957-58 (year 








Country 





Austria 
Beligum-Luxembourg 
Denmark 

France ee bile 
Western Germany 
Italy -_. 

Netherlands. -_- 
Sweden 

Switzerland 


EE See ee ee ee sili Sis eiphaantetissindag te 


Others 
Western Europe 
‘zechoslovakia 
Eastern Germany 
Hungary 
NINES cob ene tencutnininimna emcees Aimalanaiiaa es aati pinata seaucine dnote “ 


LRN See acc bean asin wicsivg auicemccilip nanos hes seats 


ed a ee eae eu ewuwteaceee pig ney &ikiehwekene 


World total 


World total 


Source: USDA-FAS-M-53, April 1959. 





1956-57 


Thousand metric tons 


98. 1 
26. ¢ 
6. 6 

.8 

8. 6 


> | 


847. 


Bushels 


38, 921, 000 | 





6, 155, 000 





78.7 


99.4 
256. 5 


39.4 
395, 3 
474 i 
474.0 


2 
7, 000 


211 


Oat imports of specified countries from the U.S.S.R., 1956-57 and 1957-58 (year 


ending June 30) 


Country 


Denmark 
Netherlands 
NN.) sing iite th dd ccaekniembiiionmenti@ae bee Gaede adenneememmmmaats 
Switzerland 
Western Germany 
Western Europe 


Czechoslovakia 
Eastern Germany 


Yugoslavia 
Eastern Europe 


NE id cittinicnnttimmnininadudinbwacamibanal pci atmbumeimedinmiain 
World total 





World total 


Source; USDA-FAS-M-53, April 1959. 


1956-57 1957-58 


Thousand metric tons 


146. 2 





205. 1 
205. 1 


353 


i || 
ee 
oo 


Bushels 


14, 130, 000 11, 781, 000 


Corn imports of specified countries from the U.S.S.R., 1956-57 and 1957-58 (year 


ending June 30) 


[In 1,000 metric tons] 


| 1956-57 


Austria 
Belgium-Luxembourg 
Finland 


West Europe 


Czechoslovakia 

East Germany 

BONY. |. 5s ecaccuies invite wuiicasdnnde wha dealsteatnda dds ead bhibhelataacmanndels 
Poland 


East Europe 


All Europe 
World total 
World total 


Source: USDA-FAS-M 53, April 1959. 


1957-58 


19.0 





7, 063, 000 
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Western Europe: Wheat and wheat flour imports by major sources, 1956-57—~ 
1958-59 


[In 1,000 Metric tons] 


Source 1956-57 | 1957-58 1958-59 ! 


Canada ‘ 5, 204. ( 5, 117. ¢ 4, 939.7 
United. States__- ; 2 ' 5, 644. ( 2, O99. + 2, 288.9 
Soviet Union ‘ i 248. 2 | 489. 5 1, 062.0 
Argentina E a. - 2. 324. 9 | 979. § 766, 1 
France - _- be ; ue 132. 7 1, 523. 469. 1 
Others ee : eeaie 2, 068. 6 | 1, 715. ‘ 


) 
) 


Total imports. ........--- av 14,622.4| 11,924: 





! Data are preliminary and subject to revision. 


Source: USDA-FAS-M-53, April 1959 for 1956-57 and 1957-58 data; USDA-FAS, ‘Foreign Crops and 
Markets” (World Summaries Crops and Livestock), October 29, 1959, pp. 31-33 for 1958-59 data. 


Eastern Europe: Wheat and wheat flour imports by major sources, 1956-57— 
1958-59 


[In 1,000 Metric tons] 





Source 1956-57 1957-58 1958-59 ! 


Soviet Union _._. : é 3, 560. 6 3, 230. 4 3, 200.0 
United States___ sz . 1, 032. 1 1,119.0 1, 182.9 
Canada. _- Scie 491.8 473.0 346.9 
Others = ~~ 56.5 33. 7 1.2 


Total imports _ .-._.--- ‘ 4, 731.0 


i Preliminary and subject to revision. 


Source: 1956-57 and 1957-58 data from USDA-FAS-M-53, April 1959; 1958-59 data from USDA-FAS, 
“Foreign Crops and Markets,’’ October 29, 1959, pp. 31-33. 


Mr. Wuitrren. We would be glad to have that. The question 
that came to my mind when we were in Russia was whether we should 
export to Russia at all or not. It is a highly debatable matter. At 
that time we would not export corn and agricultural commodities to 
Russia, but as I recall we gave Russia 5,000 tons of seed corn so she 
could grow her own corn. 

It looks to me if it is unsound to export corn for use, it certainly 
would not be sound to export corn for planting purposes. There are 
some inconsistencies in this—it makes one wonder just where we are. 

Further, while we do not trade with Russia, if we stand by while 
all of our allies are busy trading with Russia, the fact that we do not 
does not serve much of a purpose in preventing Russia from having 
whatever she might wish to have. 

Anyway, the list will speak for itself. 

Mr. Burmeister. Mr. Chairman, may I interrupt? 

Mr. Wuirren. Yes. 

Mr. Burmeister. I am not sure but I think this corn was a com- 
mercial sale by some of our corn breeders. There has been quite a 
bit of trade in hybrid seed corn. 

Mr. WuirteEn. I think there has been. But at that time as I recall 
it, through lack of export license or something, it was not merely a 
case of selling CCC corn but—— 

Mr. Burmeister. It was not CCC——— 

Mr. Wuirten. I know it was not, but at any rate this Government 
was a party to the movement of the seed by permitting its export, 
which enabled Russia to meet its need to that degree. 
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It does raise a lot of questions as to whether we are following a 
consistent policy at this time. 


ADDITIONAL PERSONNEL IN BUDGET ESTIMATE 


I notice your discussion in your general statement about your new 
attaché posts. How many new people are proposed in the budget for 
the Foreign Agricultural Service? 

Mr. Minor. Fifteen. 

Mr. Wuirren. Where would these people be stationed? 

Mr. Minor. There would be six at the three foreign posts and nine 
in Washington. 

ATTACHE HOUSING 


We have had some question about housing, not only for agricultural 
attachés but for all of our foreign representatives. 1 wish you would 
provide for the record a statement as to just what the housing situa- 
yion is, how you handle it generally, and how conditions are compared 
with others in the same area. 

(The statement requested is as follows:) 


HousiInG FOR AGRICULTURAL ATTACHES 


Seven of the 76 agricultural attachés now at foreign posts occupy houses 
acquired or built for them by the Office of Foreign Buildings. Six others occupy 
quarters assigned to them by the Embassy. Sixteen occupy quarters officially 
leased by USDA while the remaining 47 occupy quarters under private leasing 
arrangements. 

Shortly after the agricultural attaché activity was restored to the Department 
of Agriculture in September 1954, this Department and the Office of Foreign 
Buildings, Department of State, reached an understanding whereby FBO would 
undertake to provide from its budget beginning in the 1956 fiscal vear, four 
agricultural attaché residences each fiscal vear. A total of seven has been pro- 
vided to date. A number of our secretaries also have inadequate quarters. We 
hope that greater progress can be made in providing suitable housing. 

At 32 of our posts we have only one officer and it is very important that he be 
able to assume the full responsibilities of the post without delay. This he cannot 
do effectively while his wife and children are in boarding houses or other make- 
shift quarters, and much time must be spent in trving to locate suitable housing. 
It is not unusual for such arrangements to continue for 2 to 6 months at the 
most difficult period in his tour of duty while he is adjusting to the new social, 
language, and work environment. 

The shipping of furniture to the distant posts is expensive as well as hard on 
the furniture. In many cases furniture can be bought for less than the shipping 
cost to and from the post. The many inconveniences due to the long shipping 
ume required are also avoided. Basic furniture is provided in houses built or 
purchased and those assigned by the Embassy. As reassignments are made, 
we are buying furniture for leased quarters to provide continuity of available, 
suitable housing and to cut down on transportation costs. 

Upon recommendation of USDA the Congress in 1958 amended Public Law 
480 to provide for use of foreign currencies acquired from sale of surplus com- 
modities for housing and other U.S. buildings abroad. We believe this provision 
should be used especially in the countries designated as those where foreign 
currency holdings by the United States are in excess of its needs. There are 
tight attachés and assistants whose needs could be met by use of foreign currencies 
in the six countries presently designated: Egypt, India, Israel, Pakistan, Poland, 
and Yugoslavia. 

_ The status of housing occupied by the attachés at the various posts is shown 
in the following table: 
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Status of housing occupied by 76 agricultural attachés and assistants at 52 posh 

















tl 
Houses acquired or built | Houses or apartments | Houses or apartments | Houses or apartment cl 
by FBO for agricultural | assigned by Embassy officially leased © by privately leased by 
attachés } USDA attachés 
noe testerinornteienrperen Sas ! 
Bangkok, Thailand, 1957. | Bonn, Germany (3). London, England. Brussels, Belgium. a 
Salisbury, Southern Rho- | Rangoon, Burma, Athens, Greece. Ottawa, Canada (2), 
desia, 1957. | New Delhi, India. Caracas, Venezuela. Copenhagen, Denmark : 
Lima, Peru, 1958. Djakarta, Indonesia. Mexico City, Mexico. London, England (2), | 
Stockholm, ‘Sweden, 1958, Leopoldville, Belgian Paris, France (2). | I 
Vienna, Austria, 1959. Congo. Dublin, Ireland, ' I 
Monrovia, Liberia, 1959. Tehran, Iran. Rome, Italy (3). S | 
Tokyo, Japan, 1960. Nairobi, Kenya. The Hague, Nether. | 1 
New Delhi, India (2). lands (3). 
| Bombay, India. Madrid, Spain (2), 
Tokyo, Japan (2). Lisbon, Portugal. ( 
| Kuala Lumpur, Ma- | Bern, Switzerland. 4 
laya. Belgrade, Yugoslavia, 
| Karachi, Pakistan. Buenos Aires, Argen. 
Manila, Philippines. tina (2). 
| Ankara, Turkey. me. de Janeiro, Brazil] 
(2 
Sao Paulo, Brazil. f 
Ciudad Trujillo, Domin. 
| ican Republic. 
Santiago, Chile. 
| Bogota, Colombia (2), 
Havana, Cuba (2). | 
Mexico City, Mexico (2). 
| Guatemala City, Guate 
mala. 
San Jose, Costa Rica, 
Montevideo, Uruguay. 
| Caracas, Venezuela, 
Quito, Ecuador. 
Rabat, Morocco. 
| Pretoria, Union of South 
| | _ Africa. 
| Cairo, United Arab Re 
publie (2). 
Tel Aviv, Israel. 
Canberra, Australia. 
Hong Kong. 
Wellington, New Ze 
land. 
Manila, Philippines. 














USE OF FOREIGN CURRENCIES FOR ATTACHE EXPENSES 








Mr. Wurrren. Last year in our report we provided that: 


Since local currencies are now available in large amounts, the committee feels 
that they should be used for a greater part of the expenses of the Foreign Agricul 
tural Service operations than heretofore. 

So far as I know the committee is still of that opinion. However, 
in implementing this, I have had several folks contact me as chairman 
of this committee, saying that in some instances you had virtually 
insisted that some operators work for nothing; particular reference 
was made to insistence by the Department that a ship line carry some 
of your representatives to India and be paid in rupees 

It was stated that the company had more rupees than it could use 
already. They could not see that they were getting anything. In 
this instance I believe I was told that the company dec ided they would 

rather take your folks free of charge than get themselves committed 
to hauling equipment and various other things, and transporting 480 
commodities for forei en currencies. They did not want to set a prece- 
dent of doing business for rupees, where they had more rupees thao 
they could do anything with. 5 

Now, what is the situation there? Do you exercise discretion 

this? 
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Mr. Minor. Mr. Chairman, we have had to use all the ingenuity 
that we had to carry on the necessary travel and work with foreign 
currencies. 

We have had excellent cooperation from nearly all of the airlines, 
American and foreign, and from a number of ship lines. We never 
ask a line to take currencies that they cannot use. 

If they cannot use them there is usually somebody else that can. 
In the only instance that I recall, which involved Pakistan instead of 
India, our attaché was ready to go back and the ship line was asked 
if they would take Pakistan rupees for his transportation. 

All they had to do was to say, “‘Yes, they could,” or “No, they 
could not.’”” They never did agree to take him for foreign currency. 
They never did say they would not take the rupees. He went by 
air and did travel on Pakistan rupees. 

The representative of the shipping line asked me if I had any dollars 
at all. When I said, ‘Yes, I have some dollars,” he suggested that 
we should pay in dollars and then later on do the best we could. 

I pointed out that we had a man coming home from Ireland. We 
have no foreign currency in Ireland at all. The only thing I can use 
there is dollars. If I used these dollars to take our attaché to Paki- 
stan, what would I use when the man is ready to come back from 
Ireland? 

He indicated that was not his worry. I explained to him that it 
was mine. So, he did not get the business. 

Mr. Wurrtten. I think the language we had in our report is good 
language and I think it is something that should be carried on as a 
matter of policy. 

Mr. Minor. We do have to ask our people to travel sometimes on 
an airline that they do not want to travel on and to accept schedules 
that are not the most desirable. 

Mr. Wuirren. You mean they are treating your people just like 
taxpayers? They have to do things they don’t like? 

Mr. Minor. In fact, most of them are. 


REPORT OF WHEAT UTILIZATION COMMITTEE 


Mr. Wuirren. You had a study by a wheat utilization committee 
in the Far East. 

Mr. Mitier. They are out in the Far East now. 

Mr. Wuirren. Have you had any reports and do you have any 
progress to report? 

_ Mr. Mituer. Dr. Myers chaired this committee when it met here 
in Washington on either two or three previous occasions. I sat with 
him, but I would rather he reported it. 

Mr. Myers. The committee which is in the Far East has not sent 
reports. It is a committee of representatives from several nations. 
They will meet in Washington upon their return and work up their 
report at that time. 

Mr. Wuitten. This committee had a check made on Public Law 
480 in recent months. I think that pertinent portions of that report 
should be incorporated in the record. I don’t know that any response 
is necessary, but I think it might be well just for the record that we 
make some record of it. Unless there is objection, we will put it in 
the appropriate place in the record. 

(The material referred to is as follows:) 
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I. INTRODUCTION 
A. DIRECTIVE 


The Committee on Appropriations by a directive dated August 21, 1959, re 
quested a study of title I (sales for local currencies) and title III (barter transae. 
tions under Public Law 480 programs) and a followup of the 1958 study of Publi 
Law 480 activities. j 


B. PROGRAMS FOR DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES UNDER 
PUBLIC LAW 480 


The overall responsibility for the administration of the Agricultural Trad 
Development and Assistance Act of 1954, Publie Law 480 (83d Cong.), is delegated | 
to the U.S. Department of Agriculture (USDA). Public Law 480, as amended, } 
contains four titles which provide for disposal of surplus agricultural commodities: | 

Title I: Sales for foreign currency (agreements with friendly nations to| 
provide for sale of U.S. surplus agricultural commodities for foreign cur 
rencies 

Title II: Famine relief and other assistance (donations of U.S. surplus | 
agricultural commodities to friendly nations and friendly peoples without | 
regard to friendliness of their governments to meet famine or other urgent or! 
extraordinary relief requirements), 

Title III: Barter, domestic, and foreign donations. 

Section 302 (domestic donations of food commodities to nonprofit 
agencies for use in the United States 

Section 302 (foreign donations of food commodities to nonprofit 
voluntary agencies for use of needy persons outside the United States), 

Section 303 (barter of agricultural commodities for needed foreign 
produced materials). 

Section 306 (domestic donations of surplus agricultural food con: 
modities through a food stamp system to needy persons in the United 
States). 

Title IV: Long-term supply contracts (long-term credit to friendly nation 
for purchases of surplus agricultural commodities). 

Title I, as amended, authorizes the sale of surplus agricultural commodities 
beginning July 10, 1954, and ending December 31, 1961, to the extent that it 
would require appropriations not to exceed $9.25 billion to reimburse the Con- 
modity Credit Corporation (CCC) for its losses on the commodities disposed 
of or for its cost of disposal. The primary responsibility for sales under title! 
rests with the Secretary of Agriculture. 

Title II, as amended, provides that up to $1.4 billion of surplus agricultural 
commodities held by CCC may be used during the period beginning July 10, 1954, 
and ending December 31, 1961, to provide assistance to friendly peoples in meeting 
famine or other urgent requirements. This part of the act does not generate 
foreign currencies for the use of the United States. The Director of the Inter 
national Cooperation Administration (ICA) is vested with the responsibility fr 
administering the programs authorized by title II. 

Title II] programs of domestic and foreign donations (sec. 302) and the barter 
program (sec. 303) are not limited in amounts by legislation. The cost of dons 
tions through the food stamp system (sec. 306) shall not exceed $250 million in 
any 12-month period beginning February 1, 1960, and ending January 31, 1962 
Responsibility for administering these programs rests with the Secretary 0 
Agriculture. 

Title IV provides long-term credit to foreign countries for purchases of surplus 
agricultural commodities with payment in dollars plus interest not to exceed 2) 
years from the date of the last delivery of commodities in each calendar year. 
This long-term credit is not limited in amount by the act. Responsibility for 
administering this program rests with the Secretary of Agriculture. 
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Il. Tirte I, Pusiic Law 480 


A. PLANNING, SUPERVISION, AND ACCOUNTING 
1. Authority 
Public Law 480 establishes (1) a dollar limit to reimburse CCC for title I trans- 
actions and (2) the termination date through which title I agreements may be 
signed. The following table shows authorizations to date: 


Date Authorization Period of programing 

| 
} 

July 10,1954 | $700,000,000. 3 years through June 30, 1957. 

Aug. 12,1955 | Increase to $1,500,000,000. | No change. 

Aug. 3,1956 | Increase to $3,000,000,000. Do. 

Aug. 13,1957 | Increase to $4,000,000,000. Extended through June 30, 1958. 

Sept. 6,1958 | Increase to $6,250,000,000. Extended through Dee. 31, 1959. 


Sept. 21,1959 | Increase to $9,250,000,000. Extended through Dee. 31, 1961. 


9, Planning 

The planning policy is consistent with the objectives of Public Law 480 to 
help less developed countries and create new market areas. This policy is fol- 
lowed because of the (1) large potential of increasing consumption of agricul- 
tural commodities, (2) lack of foreign exchange which greatly reduces the ability 
of such countries to purchase U.S. surpluses, and (3) ready outlet for surpluses 
which will least interfere with normal commercial trade. 

Programing is carried out so as to minimize the effect on (1) world prices of 
agricultural commodities and (2) normal commercial trade both of the United 
States and other friendly countries. This is accomplished through careful 
analysis of program requests and assessment of their impact on traditional trade, 
and by commitments obtained from signatory governments. Where necessary, 
agreements contain provision for minimum U.S. dollar purchases, minimum pur- 
chases from free world sources, or a combination of these requirements. Usual 
marketings are determined on the basis of trade history, with current trade and 
monetary conditions being taken into account to determine the quantity which 
would reasonably be expected to be purchased in the absence of a title I agree- 
ment. Commercial trade protection is also achieved through consultation with 
friendly exporters in connection with program development. The nature and 
degree of such consultation may vary with the circumstances; however, consul- 
tation has been undertaken much more frequently as the program has progressed 
and has been done well in advance of sales in many cases. 

Title I agreements usually stem from requests submitted by foreign govern- 
ments, sometimes following discussion with U.S. Embassy officials. The requests 
generally consist of a list showing specific quantities of commodities wanted, an 
explanation of the supply and economie factors underlying the request, and, in 
some cases, the foreign government’s preferences regarding the uses to be made 
of the currencies accruing from sales. These requests are carefully analyzed, 
taking into account legislative requirements, surplus disposal objectives, funds 
limitations, dollar exchange position of the country, impact on dollar sales and 
other surplus disposal programs, effect on the export markets or other supplying 
countries, and numerous other factors which vary from commodity to commodity 
and country to country. 

In the initial stages, the two most important factors in the development of 
programs are the proposed commodity composition and foreign currency uses. 
Frequently, informal discussions with representatives of a foreign country on 
these two points precede the start of formal negotiations. 

The USDA takes the lead in the review and final development of proposed 
country programs. For each country an analysis is prepared indicating a sug- 
gested commodity composition and a foreign currency use program. The pro- 
posed programs are submitted to the Interagency Staff Committee for review 
and approval. In the event of disagreement, any member has the right of appeal 
to the policy level committee chaired by a representative of the White House. 

After approval by the Interagency Staff Committee formal negotiations begin. 
Most of the negotiations take place in the capitals of foreign countries with the 
appropriate U.S. ambassador responsible for such negotiations. However, in 
most cases, a team under the ambassador’s direction composed of an agricultural 
attaché and a representative of the appropriate ICA mission conduct the negoti- 
ations leading to the signing of the agreement. In some instances negotiations 
are carried out in Washington by an interagency team headed by the Department 
of State and representatives of the foreign government concerned. 
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The agreements generally follow a standard format, and usually include (1) 
the value and kinds of commodities to be financed; (2) the period during which 
the commodities will be taken; (3) provisions to protect against transshipment 
of commodities to other countries without specific approval and to prevent 
increased shipments to unfriendly nations; (4) provisions to safeguard the usual 
marketings of the United States; (5) the exchange rate at which commodities 
will be paid for in local currency and the method by which foreign currency 
payments will be made to designated U.S. accounts; and (6) the division of the 





foreign currency, which will accrue, among the several purposes authorized under | 


the act. 


3. Supervision 
Executive Order 10560 delegates authority vested in the President for admin- 
istration of Public Law 480. Primary responsibility for foreign currency sales 
under title I is assigned the Secretary of Agriculture unless delegated elsewhere 
by the order. Some of the more important delegations of authority to other 
departments include 
Department of State-—The negotiation and signing of 
foreign countries. 
Bureau of the Budget.—The function of allocating and apportioning foreign 
currency to be used for each of the purposes authorized under the act. 
International Cooperation Administration.—The determination of the man- 
ner in which foreign currency loans are to be made for economic development 
and promotion of multilateral trade. 
The order also assigns to the different departments and agencies responsibility 
for the use of foreign currencies acquired under title I and are as follows: 


agreements with 


Authority Currency use Responsible agency 





| Agricultural market development--_---.-- 
() ee .| Supplemental stockpile 





Department of Agriculture. 
Office of Civil and Defense Mobilization. 














6 SS ee ee eee 
Purchase of goods for other countries-__-_.--|} 
Grants for economic development---_------ | 
Loans to private enterprise......-.....---- 
Payment of U.S. obligations _...........-- 
Loans to foreign governments_.........--- 


| International educational exchange__--_----| 


Translation of books and periodicals. _..-- 
American-sponsored schools and centers--. 


Scientific activities_..... dents glen as.es dtiniceniapoii 


Buildings for U.S. Government use--..--.-- 
Trade fairs......-.. IS 


| Acquisition, indexing, and dissemination | 


| American educational studies---.-_- 


of foreign publications. 


Workshops and chairs in American studies_| 
Purchase of nonfood items for emergency | 


Departments of State and Defense. 
se "eau Cooperation Administration. 
0. 

Export-Import Bank of Washington. 

Any agency. 

International Cooperation Administration. 

Department of State. 

U.S. Information Agency. 

Department of State and U.S. Information 
Agency. 

National Science Foundation 
appropriate agencies. 

Department of State. 

Department of Agriculture and U.S. Infor 
mation Agency. 

Library of Congress. 


and other 


Department of State. 
Not assigned. 
Do. 


uses. _ 
NNN Cacao tins. cudwecccunkiewe 


By direction of the President, an Interagency Committee on Agricultural 
Surplus Disposal has been established to combine the different purposes, affecting 
many aspects of domestic and foreign policy and involving activities of several 
departments and agencies. This interagency committee was established ‘“‘* * * to 
assist the agencies concerned in bringing into harmonious action consistent with 
the overall policy objectives of the Government, the various agricultural disposal 
activities vested in them by, or assigned to them pursuant to, the act.’’ This 
Committee is chaired by a representative of the White House and includes as 
members senior officials of the Departments of Agriculture, Commerce, Treasury, 
and State, International Cooperation Administration, and Bureau of the Budget. 

The President also asked the Secretary of Agriculture ‘“‘* * * to assure the 
effective coordination of day-to-day operations through appropriate interagency 
relationships.’’ To achieve such coordination, the Secretary established a staff 
committee, under the chairmanship of an Assistant Administrator of the Foreign 
Agricultural Service (FAS) of the USDA, consisting of staff-level representatives 
of agencies of the Interagency Committee on Agricultural Surplus Disposal, as 
well as representatives of the Department of Defense, Office of Civil and Defense 
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Mobilization (OCDM), and Export-Import Bank. This staff committee is 
responsible for consideration of specific proposals for foreign currency sales and 
for working out the provisions of agreements. 

|, Accounting 

Following government-to-government agreements, importing countries apply 
to the FAS for issuance of purchase authorizations which provide for dollar 
financing of the commodity sales and specify conditions under which such financing 
will be made available. Since U.S. funds are used to finance title I sales, certain 
controls have been established. 

Under the letter of commitment method of financing the government of the 
importing country designates certain banks in the importing country and in the 
United States to participate in the program. CCC issues letters of commitment 
to the U.S. banks in amounts equaling the amount provided for in the purchase 
authorization. Each letter of commitment names the foreign bank as well as the 
U.S. bank and provides for CCC to reimburse the U.S. bank for payments made 
under letters of credit for the account of the foreign bank in connection with sales 
inder the purchase authorization. 

Foreign importers who make contracts with U.S. exporters apply to their local 
banks for letters of credit in favor of the exporter. These letters of credit are paid 
through correspondent banks in the United States holding a CCC letter of com- 
mitment naming the foreign bank. 

The U.S. banks pay dollars to exporters against documentation and drafts and 
obtain reimbursement therefor from CCC. The foreign bank then pays the 
value of the documentation by depositing Jocal currency to the account of the 
U.S. Government. 

The Treasury Department establishes and administers regulations concerning 
the custody, deposit, and sales of local currencies derived under the act. The 
Bureau of the Budget (BOB) allocates and apportions the local currency which 
is then released by the Treasury Department to the U.S. agencies responsible 
for the programing of foreign currency uses. In all cases agencies must await 
ipportionment of currencies by the BOB before incurring actual obligations to 
insure total obligations do not exceed actual local currencies available. 


B. STATUS OF SALES AGREEMENTS UNDER TITLE I 


4 


1. Sales agreements as of December 31, 1959 

Transactions under title I are made pursuant to agreements between foreign 
importing countries and the United States which provide for the sale of surplus 
agricultural commodities, payment being made in foreign currency. 

\ total of 172 agreements, or supplements to agreements, involving CCC cost, 
including ocean transportation (OT), of approximately $5,787.5 million, have 
been entered into with 38 countries from the inception ot the program through 
December 31, 1959. Thirty agreements involving an estimated CCC cost of 
approximately $1,133 million were entered into during the calendar year 1959. 
\ list of the agreements and supplement follows: 
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{In thousands] 


Market 
value, 
Country Date signed | excluding 
ocean 
transpor- 
tation 
EURO fone oo ess a doe! ebe a Nov. 15, 1954 $17, 330 
Yugoslavia oe seed omhaeaies auaeeen & Jan. 5,1955 37, 984 
Pakistan... - eee ee Jan. 18, 1955 27,617 
‘Come i... s a ae Se ee! cea iewas Jan. 27.1955 4, 559 
5. Peru! oe x s mee rae Feb 7, 1955 2, 944 
Pi ir i oe a a ed Sa a Apr. 20, 1955 19, 186 
Argentina ! oie mien sian ci Apr. 25, 1955 5, 67 
8. Turkey ! (amendment) 5 a pinihitcciwe nicl Cac ee ee 
SR i aii nteiesl Apr. 29, 1955 
Finland 1_..__.- Nan aa See -| May 6, 1955 
- Yugoslavia (amendment).-...............-.- May 12,1955 
1 meee BET NOD ITS ae be. May 23,1955 
So FS peeelete ook 8S eee, May 31,1955 | 77 
Korea ! AEE SS 13 
5. United Kingdom. ited eee accel Une , 1955 15, 000 
Austria !_- eiiiieiigiaet te tne Ted a alot Kictaehe ...-| June , 1955 5, 487 
. Israel ! (amendment) ae eossccas} June 15, 1955 3, 573 
Thailand ! Peiubbaidenimans tees aie ccouweevanl SUnO 21,1055 1, 900 
9. Colombia ! Ea ee ee ee ek te oe 55 4,166 
OMI Bs hs 5 oe ot Se lc gs ich oibe mee June 24, 1955 5, 707 
. Greece ! 5 <0 eS 2 oe do. 7, 261 
Peru ! (amendment).____._-- Sevariss sm tp ieiadetoes June 25 3, O80 









Subtotal, beginning of program through June 
DS en Sewn Se Fete od 324, 189 














3. France a a ag ae eS Aug. 11,1955 650 
. Peru ! (amendment). ne eee be Sept. 20, 1955 1,044 
Yugoslavia (amendment).............---.-- Oct. 1,1955 17, 871 | 
Ecuador... __- ; anecdote ware Oct. 7, 1955 3, 138 
. Spain ! (amendment)___.-___.__- a ee Oct. 20, 1955 9, 976 
pO Sag oT ia Ea a Nov. 10, 1955 15, 980 | 
9. Brazil! Pe eg e Nov. 16, 1955 35, 681 | 
. United Arab Repub BOON EeO TIE cn ecencuueeecs Dec. 14, 1955 4, 818 
Cn Dec. 20,1955 10, 756 
| en ane aa Sra a arer --| Dec. 21, 1955 | 23, O11 
Dy RINE Wisc Sos otek o Scu ius Behe Saad | Dec, 23, 1955 | 1, 197 
. Finland (amendment)_.------------------------ Jan. 12,1955 | () 
35. Yug goslavia (amendment).....-.-- Sesnesnwense- | OOM, 10,2908: | 42,778 | 
5, Senos > CCIE ek. nce nmcamenencnen Jan, 21, 1956 | 14, 881 
. Israel ! (amendment) -__........................-| Jan. 31, 1956 | (3) 
SEE RD Sorc oaey Feb. 7,1956| 21, 290 
py oo naintes macesi pace -| Feb. 8, 1956 | 21, 081 
. United Arab Republic ! (E gypt) amendment-.- i 4, 899 
. Israel ! (amendment) -___.__..___- _.| Feb. 10, 1956 | 9, 999 
2. United Arab Republic ! (Egypt) amendment-.-| Fe sb. 17, 1956 | 7, 344 | 
B. ReOOON © LOMO oe cc ouwss wecucecuencclansaa: a 5, 849 
FD Ocean os ens ee weiontioimedan &aakoe .-| Feb. 20, 1956 9, 963 
Rica ENINRR  nn citininnie mob ceteahawcanis Mar. 2, 1956 16, 850 
Be ree necnen Stra eee ee Saas 90, 978 | 
EDS 65 text ch ame NSC ea ab sataas TnnaeeenGast SEAS a Lee 60, 105 
SRR a seas | Mar, 12, 1956 3, 825 
fMRI: dickinninnwoapionsnusuheek accachinanse cen eoacl RE, Te eee 41, 990 
I i a es soaeeiserharis eibinieaes Pee ae 32, 164 
. Spanish-Swiss ! (amendment)._............--.-- | Mar. 20, 1956 | 4, 444 
2. Finland ! (amendment)-_.-............-.--...--. | Mar, 26, 1956 14, 264 
Finiand t (amendment). ......................- | Apr. 26, 1956 | (4) 
ON a So waa ea mickinn oie | May 2.1956 | 2, 598 | 
I Ms aha cece a linen ce Sa saa acai | May 7, 1956 | 2, 470 
Turkey ! (amendment)_........._.-- picid | May 11, 1956 9, 807 
Ry Sokactiaise ws Mat Eaesecanicenuse mene dee -| May 24, 1956 | 6, 282 
Japan ! (effective May : 29, EB coco een Feb. 10, 1956 57, 457 
a RR ee ce ces ectencennkescawn June 5, 1956 | 12, 000 | 
Subtotal, July 1, 1955, through June 30, 1956__|_..-.........-. _ 617, 440° | 
= 
| ==: —- 
pm CIN ce cede ccnmasdaccsacsncuee | July 65,1956 | 7, 700 
ae ee ee a web | Aug. 7, 1956 247 
IE Cou wabdcadeh oman tannins acebeiaee eek neat aiwuiser 41, 472 
im, Raree0e 2. once eee alaaamatiiati Sibntbb thant ee. aes | 14, 867 
4. China! (Taiwan) ____- a Aug. 14, 1956 8, 851 | 
Ce ne can diateenetdebaie Aug. 29, 1956 302, 689 | 
%. Pakistan (ame ndment) Dipdienssbackrabaukngeaen Sept. 7, 1956 | 2, 225 
DD EME Foe wecewae ed sacenccccuseenuoenasdseshceun| OD: 1 1956 | 9, 299 


See footnotes at end of table, p 


Estimated 
Cr Ost, 
including 
ocean 
transpor- 
tation 


69, 211 


105, 177 





467, 276 





74, 758 
15, 440 


145, 3 





965, 167 





“Ito 


20, 665 


531, 628 








TirLe I, Pusrtic Law 480.—Agreements signed from beginning of program (as 
modified by purchase authorization transactions) through Dec. 31, 1959 


eer 


—— 


$32, 205 
64, 332 
34, 320 


5, 906 
6, 016 


21, 043 


8, 211 
5, 687 
13, 682 
5, 172 
13, 051 





6X) 

1, 04 
39, 42 
4,284 
10, 607 


















33, 078 
31, 450 
10, 316 
Q gag 
15, 546 
6, O81 
20, 801 
28, 900 

























70, 250 











12, 534 










































(as 


stimated 
OC ost, 
cluding 
ocean 
ranspor- 
tation 


$32, 205 
64, 33? ? 
34, 320 

6, 906 
6, 016 
21,043 
8, 211 
5, 687 
13, 682 
5, 172 
13, 051 

69, 21] 

105, 177 
14, 839 
15, 205 
7, 730 


= 97 


2, 000 
5, 763 
Q Y28 
13, 498 
), 021 





12, 534 
531, 628 
2, 400 
15, 104 


eer 


> wre 


Ao eee + 
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modified by purchase authorization transactions) through Dec. 


]In thousands] 















Country Date signed 
68, Spain (amendment) Sept. 15, 1956 
69, Spain (amendment) do 
70, Spain a Oct. 23, 1956 
71, Finland (ame ndment) ..---- Oct. 24, 1956 
oS eee Oct. 30,1956 
73. Yugoslavia. Ree iba Nov. 3.1956 
IN Sa Re Caw ha aincbehiemd i ides dik daiasenied Nov. 8, 1956 
IN 0564 2s n abacus cous Nov. 12, 1956 
76, Pakistan (ame mndme nt). sue ¥ Dec. 3, 1956 
77, Thailand (amendment) ---.-...------ Dec, 14, 1956 
78, Brazil — — Dec. 31, 1956 
79, Korea (ame nds No. 49) _-- Jan. 7, 1957 
&. Italy (amendment) -_--...--- do 
81, Greece (amendment) -_-_.....-.-- Jan, 21, 1957 
82. Turkey } (amendment) Jan. 25, 1957 
4 ae naka . Jan. 30, 1957 
SE UNIOR ccmitonccencene Feb. 15, 1957 
RD so ue wen median’ we Mar. 4, 1957 
§. Greece ! (ame ndment) siaeiechanios wisest inal do 
87, United Kingdom (amendme nt) _- Mar, 13, 1957 
8, Spain (amendment) Scie mae atiice i Mar. 26, 1957 
89, Italy (amendment aaiawieweikien do. 
#. Iceland Shares os ae cece haben o sos ial esto cc guaaii Apr. 11, 1957 
91, Colombia 6_- Se daadibak tener atactln Slack iad urass Apr. 16, 1957 
a rey SUMIOUIONG. 2 <2 ccasetwns cecccannnconene< Apr. 20, 1957 
INL «21.2 sak sautiphierind otiuiain nin eneeinanawe a alelugtiad May 2, 1957 | 
J are ee nuns aceutmmboaouss| MAM Jae 
SIN 8 iat. cupadamccdcvdens <atab oka cuaae oR at 
DT. ncntclobdcaccosdnawabosskoatedetewennae June 7, 1957 
REO oe a nbeenaie’ pulbaace TE 
Sere: COSIBRAINONE) 6 con sdneccceanens -s -acanae june 14, 1957 | 
99 ope Pcie: kbbebeadaughwicadel tee ak eee 
100, United Kingdom (supplement) cidade cnveiacasiats June 27, 1957 
Subtotal, July 1, 1956 through June 30, 
DENTS Pha iihddsamadeccnsdbebheCcbbendehd leewsiiennsaeinne 
101. Poland (supplement) ..........-.--«--ecees.0---| Aug. 14, 1957 
RIN oe id os cakes bbaadabee wakiee wemdsasille Oct. 23, 1957 
I i a lala eanipbabbile Nov. 7, 1957 
a ae sdplicacabmolare rice auiuceieise aden Nov. 15, 1957 | 
I ---| Dee. 18, 1957 
106. Yugoslavia (amendment) 27, 
Ree ee ear ‘ =f 
EE 5. ce cus udeckaiiadacwubeheesitinaswat soli ot 5 
109, Spain aera Fa a ed ee 
110, United Kingdom...--.--------.----- cgi wpe Feb. 3,1958 
OAV vekinvncceeccunwuniduseéketannawanietnaidel Ris ciunas 
a e----| Feb. 5, 1958 | 
ee tS ae Feb. 15, 1958 
114. United Kingdom (supplement)--....-..--.-.-.. Feb. 17,1958 
I a eee a Feb, 21, 1958 | 
116. France_ Feb. 28,1958 | 
117. Italy. _- Mar. 7,1958 | 
118. Colombia_....__- scidcakacel ht a eerie Mar. 14, 1958 | 
Snore 3 + eae Apr. 9, 1958 
ie wens (SAITO)... cw ceyuincasennbodeuaum Apr. 10,1958 | 
ECMEe CERIO)... c.< cwaccawabbausouccauewasia Apr. 18, 1958 | 
eae May 3,1958 | 
I te Se en eee May 27, 1958 | 
124, P apes: SgGgulehadnGeeealeteutalaciaiudees June 3,1958 | 
im. Vietnam............- Finnuct crac enh beekee | June 17, 1958 | 
OO cts eS Fess ee ee eo | June 18,1958 | 
NS a ol ai eS June 23,1958 | 
1%. Turkey (supplement) - -........---...---------.| June 25, 1958 
129. Yugoslavia (supplement) .............---------. June 26, 1958 | 
100. Iceland (supplement) ............-..-.----------].. -d0.....-..| 
es OTOO) (OUEDIOMINNE) « «5. snc cnccancuceccencusccuat | June 30,1958 | 
132. Ceylon (supplement) ...........................]_.... yO | 
UR AMIN ag isededt sce aa 
134, France (supplement) . ..............-----0-<-e0- Bey ae 
Rae TRIE) CORINCIRRIIINES ce en acid an 4 ee 


See footnotes at end of table, p. 


Subtotal, July 1, 1957, through June 30, 1958 


222 


hee 


Market 
value, 
excluding 
ocean 
transpor- 
tation 


$6, 978 
2, 000 
46, 366 
1, 479 
65, 937 


$5, 219 | 


1, 400 
39, 313 
24, 644 

461 
119, 700 


1, 500 
3, 700 
20. 727 
16, 72 

3, 770 

2, 033 

4, 309 

6, 000 

7, 189 
(5) 

2, 707 
13, 957 
{/) 

3, 536 
13, 501 

3, 331 


913, 740 


43, 666 
26, 600 
31, 765 
56, 812 
17, 702 
6, 596 
2, 498 
43, 405 
65, 202 
7, 935 
57, 681 
43, 746 
67, 321 
5,000 
7,474 


23,010 | 


24, 209 
6, 130 
7, 208 
3, 836 

11, 060 


2, 876 | 


17,000 
3, 675 





5,800 | 


3, 604 


46,000 | 


5, 000 


2, 653 | 
80 | 


5, 442 
1, 700 
1, 641 
2: 000 
24, 622 


680, 949 


ol, 


Ocean 
transpor- 
tation 


$360 
414 
3, 281 
177 
599 
638 


“507 


oan 


39 


100 


010 


to 


O91 
330 
67 
899 
23 
336 





_ 125, 424 

3, 172 

1, 600 

2, 925 

8, 588 
2, 098 
664 
49 

3, 395 
4,074 





1, 000 
425 
269 


“996. 


61, 674 | 


, 000 | 





j 
| 


_ 


Law 480.—Agreements signed from beginning of program (as 
1959- 


‘Con. 


Estimated 
CCC cost, 
including 
ocean 
transpor- 
tation 


65, 


tow 


"SAPP LPLPANS 
in ed 
= 


ee 


o 


‘d 


, 813 


), 354 
, 809 
972 
499 


no 09 
CO oe bee 


679 
15, 096 
2, 180 





1, 461, 894 


247 
, 543 
4,6 32 
, 672 
., 581 
, 953 
2, 547 
, 91 
751 
7,935 
252 
$35 

, 112 
ri 032 
, 368 
. 599 
3, 131 
, 063 
, 965 
5, 908 
, 509 
100 
009 
6, 700 
3, 069 
3, 780 
19, 039 
5, 207 
3, 744 
140 

, 499 
, 640 
2, 289 
2,000 
28, 082 


73, 


nun 
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Titte I, Pusric Law 480.—Agreements signed from beginning of program (as 
modified by purchase authorization transactions) through Dec. 31, 1959—Con, 


[In thousands] 





Country 


37. Sp: ain (supple ment) 


. Israe]__- 

. Pakistan 

. Yugoslavia --- 

. United Arab Republic (Egypt ) 


2. Finland 
3. Spain 


Turkey 
. Uruguay-.- 


3 a land 


Israel (Supplemen it) 
PIED care es a eta 
France 


. Unitec d Arab Repub lic (E gypt) (sup pleme nt) - 
1. Uruguay (supplement) - 3 

52. Pakistan (supplement) - 
3, Ceylon 


een? a 
. Indonesia =< 


155. China (Taiwan 
66. Poland.... ... 


0. United Arab Re public ( 


Argentina..-..-- 


Subtotal, July 1, 1958, through June 30, 


. Yugoslavia (suppleme ol E 
Egypt). eal ie 
| 
4 oe onesia 

clombia 


4. v ietnam Tas 

5. Iceland (supple ment). 
6. Poland (supplement) - 
17. India_- ‘ 
8. United “Arab Republic (Syria) ceed 
9. Uruguay oe 


(supplement) 


70. India (supplement) ____- ra ass 


1 Shipments completed. 
2 Expired. 
3 Funds combined with No. 28. 


. Uruguay 
Turkey 


(supplement) - 


Subtotal, July 1 through Dec. 31, 


Total, all agreements signed through Dec. 3 


1959... 


| 


Date signed 


Sept. 26, 1958 
Oct. 31,1958 
Nov. 6, 1958 
Nov. 26, 1958 
Dec. 22, 1958 
Dec. 24, 1958 
Dee, 30, 1958 
Jan. 13,1959 
Feb. 13,1959 
Feb. 20, 1959 
Mar. 3, 
Mar. 10, 1959 
Mar. 13, 1959 
Mar. 21, 
May 5, 
May 21, 
do 
May 28, 
May 29, 
June 9, 
June 10, 
June 12, 
June 30, 


1959 


July 29, 


July 29, 1959 


Sept. 25, 1959 | 
Oct. 2, 1959 | 


Oct. 6,1959 
Oct. 15, 1959 
Nov. 4, 1959 
Nov. 10, 1959 
| Nov. 13, 1959 
Nov. 14, 1959 
Nov. 16, 1959 
Nov. 23, 1959 
Dec. 1, 1959 
Dec, 


1959 | 


1959 | 
1959 | 
1959 

1959 | 


1959 | 
1959 | 
1959 | 
1959 | 


22, 1959 





1959 


| 





Market 
value, 
excluding 
ocean 
transpor- 
tation 


$218, 921 


11,800 | 


33,614 
69, 967 
85, 700 
21, 480 

3, 960 
90, 700 


, 800 | 
9,600 | 
2,100 | 

500 | 


195 


, 500 | 
, 866 | 
2, 200 | 
3, 400 | 


5, 300 
, 605 
2, 461 


000 | 


. 200 


28, 300 | 


, 169 | 


440 


2, 500 Jao 
50 | 
, 900 | 


7, 700 
4,700 
375 

, 600 

201, 200 
8, 500 
3, 800 


. 500 | 


18, 500 


386, 765 


3, 719, 


32, 000 


Ocean 
transpor- 
tation 





654 | 


oO 
400 
3, 900 


3, 000 | 


5, 267 


Estimated 
CCC cost, 
including 
ocean 
transpor- 
tation 


$367, 523 
12, 600 
49, 718 

117, 710 
134, 676 
35, 047 
4, 200 
102, 747 
35, 563 
10, 528 
2, 932 
767 

12, 748 


1, 195, 192 
440 
85, 608 


361, 600 
12, 900 
6, 200 
35, 000 
31, 200 
48, 100 


436, 851 | 5, 787, 504 
| 





No funds expended. 


4 Funds combined with No. 52. 


> 


Amounts shown are based on accounting records. 


5 Funds combined with No. 72. 

6 Agreement signed for $20,400,000 of which $15,940,000 is being financed by CCC under title I, and the 
remainder has been financed by Colombia for dollars. 

7 Funds combined with No. 82. 


2. Quantities of commodities committed under sales agreements 


The following schedule sets forth the approximate quantities of agricultural 
commodities committed under agreements with countries participating in this 
program from its inception through December 31, 1959: 





{In thousands] 
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&. Stage of completion of the title I program 


The following summary sets forth the status of the title I program as of Decem- 
ber 31, 1959, showing the estimated amount that is available for completing the 
program under the present authorization extending through December 31, 1961: 


Amount 


Total authorized: (millions) 








ROU OIE se es a sc cleee me ._-. $6, 250.0 
Additional authorization, Sept. 21, 1959, Public Law 341, 86th 
CC re ies Sha ae epee ee eA Bw 1 3, 000. 0 
Total. 225. oe Sea a a a et Seen in er eek 9, 250.0 | 
Add dollar reimbursement to CCC from foreign currencies sold (as of 
Nov. 30, 1959) ____-- ee eae Ade asitans ate ait 256. 8 | 
Total available for sales agreements_______- ced isa gue ca anal Gals a | 
CCC cost of sales agreements entered into through Dee. 31, 
TR tee et ake = cur Mes ee 
Interest on CCC investment (as of Nov. 30, 1959)___ ne 128. 3 
————__ §, 915.8 








Estimated remaining balance for sales agreements a gelee 3, 591.0 





1 New authorization is effective Jan. 1, 1960, with $1,500,000,000 available in each of calendar years 19 
and 1961. 






The amount available for future sales agreements will be increased by future 
dollar reimbursement to CCC by the sale of foreign currencies for dollar appro- 
priations and foreign currencies used for military housing. 






6. Computation of appropriation requests 





The following schedule shows the basis for determining appropriation requests 
under title I activity during fiscal years 1959, 1960, and 1961: 






{In million dollars] 












1959 supple- | 1960 appro- 1961 appro- 

| mental appro- | priation (fiscal | priation (fiscal 
priation year 1959 year 1960 
fiscal year 1958| estimated estimated 





activity) activity) activity) 






CCC cost of commodities: 
ea Sip ceenaeiecbiodeeaigur ate Scena aaa eemenae | $129.5 $129.5 










$129. 5 
se asicne mee Paid dialeticics 624. 3 | 624.3 524. 3 
Re ee eis Se aaa dee 1, 396. 3 1, 396. 3 | 1, 396.3 
1958 ei a i aaa cascdhlnnieg i arab ahilp ss tye ju tohniond 1, 156. 2 1, 144.7 1, 144.7 
a cars sa thu wee vanecean con chiinsd inc acamsteaema em | 1, 120.8 | 
Se REE a. ein kaaden ober nseensersn sie baiirmess |------- ; | 
Total COO cosh... 2..-.=- Pape seamacelceeae 3, 306. 3 | 4, 415.6 
— a —- i—— =< 
Estimated and future recoveries from transfer of foreign | 
currency to other Government agencies: el 4 dei 
Estimated recoveries---------- SPRATT eee oi 145. 9 211. 8 | 304. ) 
Estimated future recoveries............--.---------- | 131.6 207.0 354.6 
|__| —____—__|— peers 







Re ae ae phan 


Dee UE OF COMIIIOCIIIOD = ooo enn eccs sic ccccnsns 


Appropriations: 





a a a age we 5 : Oi. 
ct hwbciekdeind Ee a ii aeeraanen a’ | 637.0 637.0 637.0 
NNR oie oa po cnseaeendenne dence | 1, 290.8 [ 290. 8 1, 290.8 
TURIN, oo gs os eetesecaameene I acacia eee aaa 1, 033. 5 1, 033. 5 






1960 eas 968. 0 


Total prior years appropriations - - - -- 














Current appropriation request -.........-------- 


Yecem- 
ng the 
1961: 


nount 
lions) 


250. 0 


000. 0 


250. 0 


256. 8 


506. 8 


915. 8 


591.0 
ars 196) 


‘uture 
[ppro- 


yuests 
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1960 
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ity) 


$129. 5 
624.3 
1, 396.3 
1, 144.7 
1, 113.2 
1, 120.3 


5, 537.3 


304.9 
354. 6 


659. 5 


4, 877.8 
67. 
637. 

1, 290. 
1, 033. 
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The CCC cost as set out in the above summary represents the cost of commodi- 
ties to CCC, which includes the export value of shipments from commercial stocks 
and the CCC acquisition cost of CCC-owned commodities at domestic support 
prices including cost of storage, processing, inland transportation, and other 
costs of financing shipments. To this cost is added interest which CCC is obli- 
gated to pay the Treasury for funds advanced. 

In computing the appropriation requests CCC considers only the cost of com- 
modities actually exported during the fiscal year and does not include the cost of 
commodities programed under existing or proposed sales agreements which have 
not been exported. 


C. SHIPMENTS OF COMMODITIES UNDER TITLE I 


1. Status of shipments 

The total export market value of commodities included in title I sales agree- 
ments (exclusive of ocean transportation costs) to be financed by CCC for the 
period July 10, 1954, through December 31, 1959, was $3,719.1 million. Ship- 
ments have been made of about $3,148.8 million, or 85 percent of the programed 
amount. In considering the $570.3 million unshipped balance, it should be 
noted that agreements involving more than $386.8 million were entered into 
during the 6-month period July 1-December 31, 1959. 

The following schedule shows the commodities programed under the sales 
agreements and the amounts shipped to each country from the inception of the 
program through December 31, 1959: 
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D. CCC AND IMPORTERS PROCEDURES AND CONTROLS ON PRICING OF TITLE I 
COMMODITIES 


The foreign government either imports the commodities itself or authorizes 
private importers to do so, paying the United States in local currency. Thus 
the United States pays the exporter dollars at the price charged for the com- 
modity exported and accepts foreign currencies in equivalent amount at stated 
rates of exchange. Importing governments or firms make their own arrange- 
ments with exporting firms in the United States for purchase of the designated 
commodity following the issuance of purchase authorizations by the USDA and 
acceptance thereof by the foreign nation. Prices at which these commodities 
move are fixed by negotiations between the exporter and importer as in any other 
transaction between them. As the exporter places the commodity on board ship 
he submits a copy of his sales invoice, along with copies of the bill of lading and 
other required documents to a designated bank and is then paid dollars in the 
face amount of the invoice by the bank. The bank is reimbursed by the CCC, 
This is accomplished by the bank drawing a draft on the CCC and presenting it 
to a Federal Reserve bank. 

The importing country or firm pays the agreed price in local currency to a 
designated bank in the importing country for credit to the account of the United 
States. Hence in title I transactions the CCC pays dollars, measured in terms 
of price and volume of commodities shipped, for foreign currencies at an agreed 
exchange rate. 

In order to prevent title I transactions from being used to convert foreign cur- 
rency into dollars at a profit, USDA regulations provide that exporters’ sales 
prices must not exceed the prevailing range of export market prices of the com- 
modities exported. Each transaction is reviewed by the appropriate commodity 
office of the CCC to ascertain if the sale price of the commodity is within tolerable 
limits of the export market price. These reviews are performed by examination 
of documents filed with the bank by exporters at the time they secure payment. 
Commodity marketing specialists compare prices charged by exporters with the 
range of export prices prevailing as of the date the sales were confirmed. All 
title I transactions are examined. In the event prices charged by exporters are 
found to be too high claims are filed against the exporters. These reviews are 
accomplished within 90 days from the date of the transaction, however, thereis 
no stated time in which claims may be filed. Commodities shipped are pur- 
chased by the exporter in the open market or from CCC. 

The Commodity Stabilization Service (CSS), USDA, advised that currently 
there is being prepared specific instructions and regulations for each major com- 
modity for the price review staff to follow so that there will be uniformity of price 
review between various members of the staff and between the various commodity 
offices. 

The staff cannot understand the delay by USDA in preparing these instructions 
since the lack of proper price review has been the subject of much criticism in 
the past. 

A representative number of the larger exporters were requested by the staff 
to provide their volume and profits from sales of commodities financed under 
title I. None could do so without extensive analysis of accounting records and 
estimations of costs because— 

1. Commodity dealers do not keep cost records as related to exports under 
various Government export programs. 

2. Cost of a specific export shipment or shipments is unobtainable because 
it may contain a co-mingling of commodities purchased at different times, 
different prices, different places, requiring different consolidation freight 
costs, reclassifications of grades and types, and other elements peculiar to 
various commodities. 

3. Hedgings and futures operations have a definite influence on either 
costs or sales price that cannot be allocated to a specific shipment or group 
of shipments. 

All exporters that were interviewed by the staff were unanimous in their state- 
ment that— 

1. Generally their pricing policies under title I contain the same profit 
objectives and are exactly the same as their pricing policies under any other 
Government sales program or any other sales they undertake. 

2. Frequently they quote prices in answer to foreign inquiries without 
knowing settlement will be under title I. They may learn of the method of 
settlement for the first time when their offer is accepted or confirmed. 
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3. If, because of the size of the transaction or other information, the ex- 
porter knows settlement is to under title I he may quote a slightly more favor- 
able price in striving for volume. Frequently purchasers seek competitive 
bids. 

4. Net profit is probably a bit less on title I transactions because of the 
shading of price and because of the additional administrative expense in 
handling the details of the transactions. 

A list of the 20 largest grain and the 20 largest cotton exporters showing the 
dollar volume of commodities they shipped under title I, from inception of the 
program through September 30, 1959, follows: 


List of 20 largest exporters of grain (i.e., barley, corn, flaxseed, grain sorghum, oats, 
rye, soybeans, and wheat) under title 7, Public Law 480, showing combined total 
dollar value of these commodities exported by each and financed by the Commodity 
Credit Corporation from inception through Sept. 80, 1959 

Amount financed 

Continental Grain Co-_ _- : ee one na, OO, el COL 

Louis Dreyfus Corp. (Ex. Leval & Co. a 321, 466, 616 

Carmi, Inc... . sv cs ee once sanasan'ay ocaied a ca 

Bunge Corp-- het eta : sees oe J 96, 280, 573 

Garnae Grain Co__-_-- 7 ; E 76, 218, 885 

Robin International, Ine ‘ ii 74, 155, 391 

Interoceanie Commodity Corp- - - it os sags ; 47, 173, 513 

Balfour, Guthrie & Co-_-_- 28, 763, 686 

Kerr Grain Corp_. ‘ gia ie 27, 333, 348 

Producers Export Co___---- pers ; 24, 967, 822 

Tricerri Grain Corp__-- 18, 619, 381 

Daiichi Bussan Kaisha, Ltd__-- -- -- : 5 tana ; 15, 582, 433 

Sing peep 32 sicher Inter-American Grai ‘orp - ; : 12, 813, 084 

C. POX OO. «- 5 i euciae Ge aac : aes af 11, 721, 159 

U eee Elevator Co__._-----. ae 11, 285, 981 

Tidewater Grain Co- é ‘ ; 6, 055, 569 

Intercommerce Grain Trading Corp- : - 5, 511, 063 

piemmen © 0.; Ine. o25 2 scuskcx i F 5, 461, 899 

Kanematsu Ne ~w York, eee cet eel mir f ; 5, 253, 731 

pee & Peed Qorp.2._. 2... 35-53 4, 605, 174 


List of the 20 largest exporters of cotton under title I, Public Law 480, showing total 
dollar value of cotton exported by each and financed by Commodity Credit Cor pora- 
tion from inception through Sept. 30, 1959 


Exporter | Bales exported | Amount 
| financed 


| 
Anderson Clayton & Co 488, 713 $76, 203, 902 
Geo. H. McFadden & Bro., Inc 239, 156 38, 047, 398 
Cook & Co., Inc. - ; i ‘ 186, 392 29, 038, 652 
Volkart Bros., Ine 163, 152 25, 806, 142 
Hohenberg Bros. Co eS 168, 048 25, 555, 997 
Otto Goedecke, Inc ; 107, 401 15, 954, 907 
ei J 92, 588 14, 664, 401 
H. Kempner Cotton Co- 88, 256 13, 773, 965 
Sternberg Martin & Co., : 82, 419 12, 889, 885 
Calcot, Ltd_ : ee 68, 678 11, 542, 945 
A. Campdera & Co., 3 ‘ 70, 756 11, 351, 165 
Allenburg Cotton Co hd j 64, 872 10, 425, 418 
R. L. Dixon & Bros., Inc_._.-- ORAL IEG ST: . : 73, 578 10, 418, 429 
W . D, Felder & Co . 66, 773 9, 913, 394 
Esteve Bros. & Co., Inc 57, 815 8, 610, 486 
SE SE IRE SIE S EET BOE 2 EF AS LET a 53, 421 8, 608, 173 
5. Y. West & Co 55, 407 8, 470, 479 
E. F. Creekmore & Co., Inc ; 39, 230 6, 395, 428 
Crespi Co. and Crespi Cotton Co. ‘ 32, 539 5, 249, 197 
Reinhart Co a 32, 639 5, 223, 926 








Procedures for the procurement of agricultural commodities under title I vary 
by country and in some instances by commodity within the same country. The 
Ye assume two general forms: 

Issuance by the foreign government of suballocations or import permits to 
sai ate importers. 

2. Direct procurement by the foreign government through supply missions, 
or other agencies of the state. 
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" Where import permits or similar authorizations are granted to private importers, 
the subsequent commodity transaction is directly between the foreign importer 
and the exporter. In such instances, and in countries where import permits are 
normally required, title I transactions are identical to normal dollar transactions, 
Therefore, the price of the title I commodity to the foreign consumer is subject 
to the same factors which determine the price for the same commodity when 
imported through normal financing methods. Importers’ profits were not avail- 
able through sources contacted by the staff. 

Where there is direct procurement of title I commodities by a foreign govern- 
ment through supply missions or other agencies of the state, the price of the title 
I commodity to the foreign consumer is determined by the foreign government, 
In such countries, title I commodities may be sold at prices either higher or lower 
than their cost to the government. 

Except FAS the staff had no sources available to determine the sales and profits 
of foreign countries on commodities they purchased through supply missions. 
The FAS provided information concerning procurement and sales practices of a 
number of countries with respect to title I commodities. The available informa- 
tion including volume of sales to these countries to December 31, 1959, follows: 
1. China (Taiwan) 

The Government of China (Taiwan) realizes no direct profit on title I commodi- 
ties imported into the country. The floor price at which wheat is auctioned to 
the private flour mills is the c.i.f. (cost, insurance, and freight) cost to the Govern- 
ment plus customs and other fees applicable to all nonmilitary shipments. Prior 
to November 1958, a series of adjustments were made to gradually raise the floor 
price on wheat to prevent an abrupt price rise when a new exchange reform re- 
sulted in a 47 percent devaluation of the curieney. This resulted in a temporary 
profit to the Government on wheat. All title I imports of edible oil are sold to 
the military. Imports of tobacco are sold to a Government agency by the Central 
Trust, official trading agency for all Chinese Government enterprises. 

Shipments to China (Taiwan) amounted to $29.2 million 


2. Colombia 


In order to insure that the low price of title I wheat would be passed on to 
consumers by the Colombian Government Wheat Purchasing Agency, a price 
stabilizing provision was incorporated in the April 16, 1957, title I agreement with 
Colombia. This, the so-called blend price provision, requires that wheat imported 
under title I be sold at a price no higher than the average of the c.i.f. cost of com- 
mercial wheat imports, plus taxes, fees, and other charges and the c.i.f. cost of the 
title I wheat exclusive of such taxes, fees, and charges. The provision also applies 
to flour imports under title I. As a result all imports of wheat and flour from 
the United States are sold at a blended lower price, insuring that the advantage 
of the title I price is passed on to the users and that there is no discrimination 
against commercial purchases. Shipments to Colombia amounted to $34.6 
million, of which $15.9 million was wheat. 

8. France 

There is no resale or markup, prior to manufacture, on the price of tobacco 
imported by France under title I. The French tobacco industry is controlled 
and operated by a tobacco monopoly, which has an official stationed in the United 
States for the purpose of selecting and purchasing France’s requirements of 
tobacco. Dollar and title I purchases are made in the same manner. Shipments 
to France amounted to $31.6 million, of which $8.6 million was tobacco, the 
balance was cotton. 
4. Greece 

Feed grains, evaporated milk, and cheese imported by Greece under title I are 
handled by the Government at no profit. The Government of Greece realizes 
profits from wheat imported under title I, handling all sales through a state 
monopoly. The Government regulates bread prices and operating margins of 
millers and bakers. Shipments to Greece totaled $59.4 million, of which $26.9 
million was wheat. 


5. India 


All food grains imported by India under title I are bought and shipped by the 
Indian supply mission for the account of the Government of India. The Govern- 
ment controls the importation and distribution of food grains, including grains 
financed under title I, in an effort to obtain equitable distribution at reasonable 
prices. The Government establishes the wholesale price which is often subsidized 
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for the sale of these commodities through fair-price shops. These are retail 
stores approved by the state governments for food distribution and are subject 
to inspection by the central and state governments. In many of the states, 
family identity cards are used to insure distribution at fixed prices to consumers. 

Indian wholesale prices of title 1 commodities are often subsidized. As of 
March 1959 the Government’s loss on wheat was about $8.60 per ton for bagging, 
handling, and distribution; on rice about $40 per ton; and on corn and grain 
sorghums about $3 per ton. 

Due to the unusual searcity of food grains in the State of Punjab early in January 
1959, the prices of locally grown wheat in that State, in New Delhi, and in the 
entire Federal area ot Delhi rose from around 19 rupees per pound ($2.92 per bushel) 
to over 24 rupees per pound ($3.68 per bushel). To alleviate the situation, the 
Central Government increased the flow of imported wheat to Delhi and Punjab, 
where the wheat was made available in fair-price shops at 14.5 rupees per pound 
($2.23 per bushel). 

Commodities shipped to India amounted to $563.1 million. 


6. Israel 


The Israel supply mission buys and ships title I commodities for the account of 
the Government of Israel. The commodities are sold through the Ministry of 
Commerce in Israel to millers, processors and wholesalers at controlled prices 
which are generally at or below cost. The Ministry controls the foreign exchange 
expenditures, domestic prices, and the distribution of foodstuffs so that imports 
of title I commodities may be distributed to the people at reasonable prices. 

As of March 31, 1958, the Government of Israel had lost $9.8 million on the 
distribution of title I cheese, frozen meat, butter and wheat. On corn, cotton, 
soya oil, tallow and milk powder there was a profit of $2.5 million. Shipments to 
Israel amounted to $117.1 million. 


7. Italy 


The Italian Government authorizes credits made available under title I 
agreements to Italian textile mills. Such credits enable the mills to buy: title I 
cotton directly from U.S. sources. Shipments to Italy totaled $137.6 million, 
of which $76.6 million was cotton. 


8. Korea 


Title I commodities imported by the Government of Korea for its own uses 
such as armed forces, prisons, relief, and public welfare are not resold and 
therefore do not create profits. 

Inports of grain during the past 3 years for the controlled food program have 
been less than the amount of grain used by Government agencies. <A _ price 
stabilization program undertaken by the Government of Korea in 1957 has 
succeeded in keeping consumer prices reasonably stable for the past 2% years. 
Shipments to Korea totaled $127.2 million. 


9. Mexico 


The Mexican Government makes no profit on title I corn imports (the only 
commodity purchased) and has used the purchases to reduce substantially the 
domestic price of corn. Shipments of corn amounted to $24.6 million. ; 

10. Pakistan 

The commercial secretary of the Pakistan Embassy buys and ships title I 
wheat and rice for the account of the Government of Pakistan. These eommodi- 
ties, which are sold by the Government at fixed prices, are produced domestically 
but imports are needed to cover shortages in requirements. Sales of domestic 
wheat must be to government appointed buying agents at fixed prices. Generally, 
the Government breaks even in its monopoly operations of domestie procurement 
and distribution of rice and wheat. It has to subsidize the price to some extent 
on imported wheat and rice. Shipments of commodities to Pakistan totaled 
$220.5 million of which $104.6 was wheat and $65.1 was rice. 


11. Spain 


Imports of title I cotton as well as imports of other cotton are made by the 
National Cotton Center in Spain. It has been the practice of the Spanish Gov- 
ernment to sell cotton acquired under title I to Spanish textile mills at significantly 
higher prices than the Spanish Government pays U.S. exporters for it. The price 
of cotton to Spanish mills has ranged from 50 to 70 percent above the price paid 
by the National Cotton Center. 
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Fats, oils, and feed grains imported by Spain under title I are sold in Spain at 
fixed prices. Prices for soybean and cottonseed oils are based on the consumer 
retail price. Prices for feed grains are based on the Spanish Government's 
domestic support prices. As the cost of these commodities to the Spanish Gov- 
ernment varies with U.S. prices, the Spanish Government may sometimes sell to 
Spanish buyers at somewhat less than it paid and at other times it may sell at 
somewhat more than it paid. If it sells for more than it paid, the excess goes 
into an equalization fund maintained to reimburse the Spanish agency for occasions 
when it sells for less than it paid. 

Shipments to Spain totaled $349.4 million, of which $205.6 was soybean oil and 
$75.5 was cotton. 

12. Turkey 

The Government of Turkey realizes profits on a few title I commodities; on 
some there is a loss; and on others the Government attempts to break even. 
Imports of all title I commodities are exempt from customs and excise duties, 
The Government of Turkey must sustain a loss on imports of edible oils, for which 
an agreement was signed in February 1959, or permit an increase in the retail 
price. 

Shipments of commodities to Turkey totaled $169.7 million. 


13. United Arab Republic 


Wheat shipments to the United Arab Republic was resold at or below the 
import price with the Government absorbing any losses. Shipments of wheat 
were $57.6 million. 

14. Yugoslavia 
Shipments of title I commodities to Yugoslavia amounted to $341.6 million. 


The Government of Yugoslavia makes no profits on the commodities. Actually 
it may lose money on the whole program due to the subsidization of wheat imports. 


E. FOREIGN CURRENCIES USED TO DEVELOP AGRICULTURAL PRODUCTION 


Section 104(g) provides that foreign currencies generated by title I sales may be 
loaned to promote multilateral trade and economic development. It is under 
the terms of this section that loans are made to promote direct agricultural develop- 
ment in the countries participating in the program. ICA has the responsibility 
by Executive Order No. 10560 dated September 9, 1954, of determining whether 
loans being sought meet statutory requirements and U.S. policy. 

It is ICA policy to grant agricultural assistance for the purpose of increasing 
the production of food and feeds for domestic consumption; but assistance may 
not be given to increase production of (a) surplus food and feeds with the result 
of substantially increasing exports or (b) surplus agricultural commodities other 
than foods and feeds. 

The staff inquired of ICA for the details of any project using foreign currency 
generated under title I that creates, develops and promotes foreign agricultural 
production in competition to production of the United States. In answer ICA 
interpreted “foreign production’’ as production of agricultural commodities of 
the kind in exportable surplus in the United States, and “competition to U.S. 
production” as increased exports by the individual country of export commodities 
in surpuls supply in the United States to traditional U.S. markets abroad. With 
these definitions as a premise James W. Riddleberger, Director, ICA, wrote, 
‘““* * * we are unable to find that the agricultural projects funded with Public 
Law 480 local currencies have promoted competition with the United States in 
export trade.” 

The staff reviewed the purposes of agricultural assistance loans, details of which 
were provided by ICA and there follows a summary of such loans. 


Europe 

Spain has been granted four loans: (1) $2.6 million equivalent was loaned 
for small irrigation projects in 13 provinces. This was approved on condition 
lands irrigated will be used by vegetable gardners, primavily for production of 
fruits and vegetables; (2) $5.1 million equivalent was loaned for reforestation 
and watershed control where crop production is limited to trees; (3) $18.6 
million equivalent was loaned for irrigation and reclamation of 59,395 hectares 
in 6 provinces where the projected land-use pattern is primarily for the cultivation 
of feed and cereal grains and forage crops. Wheat production will increase from 
13,105 metric tons to estimated 24,400 metric tons; (4) a $14.8 million equiv- 
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alent loan was for another reforestation and watershed control project where 
crop production is not involved. 

Italy has been granted two loans: (1) $8 million equivalent was loaned for 
creation of small landowners; one-half in areas of high agricultural unemployment; 
(2) $8 million equivalent loaned for livestock and poultry development. Both 
of these loans were said to implement Italy’s basic agricultural policy of switching 
from wheat to livestock and diversified farming. 

Yugoslavia has been extended one loan of $36.3 million equivalent covering 
a series of projects including food processing, crop storage facilities, research, 
improved seed production, flood control, drainage and irrigation. Improve- 
ments include sugar refineries, corn storage facilities, and some increase in wheat 
production. 

Far East 

Burma has been extended a loan of $6.8 million equivalent for land restoration 
abandoned during Japanese occupation involving 1.2 million acres. Rice, the 
predominant crop in Burma, is also important as an export and Burma’s chief 
source of foreign exchange. Reclamation of land in this magnitude will neces- 
sarily result in some extension of rice production and may assist in restoring 
Burma’s exportable volume. Burma’s historical markets, Indonesia, Ceylon, 
India, and Pakistan, are not large markets of the United States. 

A $4.9 million equivalent loan has been extended the Philippines to assist in 
development of fishponds, livestock, citrus, coffee, palay (unhulled rice) cacao, 
abaca, and rubber. 


Latin America 

Chile has been granted five loans: (1) $2.8 million equivalent is for an agri- 
cultural research training center, (2) $2.2 million equivalent is for irrigation of 
pastures and fodder crops, (3) $1.3 million equivalent is for a line of credit to 
permit irrigation works for pastures and fodder crops, (4) $600,000 equivalent 
is to private enterprise for land drainage and clearing to expand production of 
fruits, vegetables and food crops, (5) $1.7 million equivalent is for construction 
and equipment of dairy plants. 

Peru has been extended four loans with agricultural objectives: (1) $1.1 
million equivalent is for land clearance, soil survey, economic and farm manage- 
ment studies and the establishment of a 70-hectare demonstration farm. The 
area is to be divided into small farms producing alfalfa, livestock, and food 
crops; (2) $385,000 is for an irrigation project of small farms to produce fruits, 
alfalfa, livestock and food crops; (3) $5.4 million equivalent is for finishing 
irrigation project in area to be divided into small farms producing alfalfa, livestock, 
and food crops; and (4) $260,000 equivalent is for completion of a dam in area to 
grow food crops (potatoes, barley, wheat, and alfalfa) with dairy products as 
principal cash crop when fully developed in the future. 

One $475,000 equivalent loan granted Paraguay was for coffee production. 

A $1.5 million equivalent loan granted Colombia was to establish a fund to 
finance loans to promote cultivation of crops that Colombia imports at present. 


Near East and South Africa 

Ceylon has been granted one loan of $1.2 million equivalent for irrigation 
and land development. Probable crops are rice, vegetables, and fruits. Ceylon 
is not a normal market for U.S. rice. They import from Burma and Commu- 
nist China. 

Greece has been granted one loan of $6 million equivalent for small community 
works programs for water, irrigation, flood control, drainage and public works to 
increase food production to make areas more self-sustaining. 

India has been granted one loan of $177.7 million equivalent for the Oll River 
valley development to defray a portion of the cost of 12 irrigation and/or power 
projects. Rice is the primary crop expected to be grown on the irrigated acreage. 
India is an importer of rice and population increase will continue this food deficit. 
Sugarcane is popular because of ready market and profitability. Any increase 
over own consumption would have a ready market. Acreage is not suitable 
for cotton. 

Israel has been granted five loans: (1) $1 million equivalent for irrigation for 
production of fruits (other than citrus) and vegetables; (2) $5.7 million equivalent 
for drilling, pipelines, pumping stations, and reservoirs to irrigate 14,000 acres 
of land; (3) $7.3 million equivalent to finance irrigation with wells, pumping 
stations, pipeline, and reservoirs to increase agricultural and domestic water sup- 
plies; (4) $7.5 million equivalent on seven subprojects; (a) crop and livestock 
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research; (b) irrigation to bring domestic water to 77 villages and irrigate 5,000 
acres; (c) machinery stations to house and maintain machinery; (d) expansion 
of livestock and pastures; (e) expansion of fruit plantations, other than citrus; 
(f) expansion of Arab farms for local water resources, mechanization and reha- 
bilitation of fruit planting; and (q) afforestation of about 6,000 acres; (5) $1.3 
million equivalent for agricultural expansion for farm buildings (other than 
housing), livestock, farm machinery, and fruit plantings (noncitrus). 


III. Tirte II, Pusric Law 480 


Title II authorizes CCC to make surplus agricultural commodities available for 
(1) transfer to any nation friendly to the United States to meet famine or other 
urgent or extraordinary relief requirements, and (2) to friendly but needy popu- 
lations regardless of the friendliness of their government. The ICA is responsible 
for administering this program. 

Up to $1.4 billion is authorized for reimbursing CCC for its investment in 
the donated commodities and other costs, including ocean freight charges from 
U.S. ports to ports of entry abroad. This program of assistance began in fiscal 
year 1955 and has been extended until December 31, 1961. Title I] funds may 
also be used to pay ocean freight costs on surplus food donated through the 
U.S. voluntary agencies and intergovernmental organizations under title III of 
Public Law 480. 

The schedule immediately following shows the cost to CCC including ocean 
transportation and quantities of commodities authorized for each country from 
the inception of the program through December 31, 1959. 


[In thousands] 








| Ocean | 
Country and commodity Unit }Quantity}; Value /transpor-| Total 
| tation | 
Afghanistan: Wheat... J Bushel 4, 794 $17, 620 $2,688 | $20,308 
Austria | | 
I a ee pea I ets 7, 848 21, 988 { 
I I a a aoe 206 | 50 | 2, 329 | 24, 867 
Rr rr 0 Ss : St cel acca aa | 4, 359 | 500 
Bolivia: | | | 
Cotton. ___. wi ke Sia, aa cet Fatal } 12.6 2, 527 | 
Cottonseed oil.._____- wi a I eee | 5, 187 | 1, 137 | 
ee ee oe eee eee sy OS seco oie | 2, 196 | 391 1, 920 19, 101 
| A ee TE eee | Hundredweight--_| 286 | 3, 024 | 
Lp Sarre ers bi Rae ees 3,125 | 10,102 
OS Se | Hundredweight --- 220 | 2, 343 | 290 | 2, 633 
Ceylon: , 
Oa tacit Jat Tete REE ee 331 3, 345 |) oe . 
io ee ONIN eo Stns 54, 079 4,821 |J 1, 123 9, 280 
China (Taiwan): Cotton. -...----.- | RO Scns canaee ee 2.2 | 289 | 25 314 
Costa Rica: 
SN ES  Sweweebaeen | Hundredweight-._- 6 | 51 
Butter oil-___- : St RE eset he 80 68 | eoteteadate 213 
RO eo cron dank paeeenmee ee | ee zo 14 37 
I a -.| Hundredweight --- 5 57 
CeO WEE? COONT Woo cic woven nennews | ee 787 1, 995 | 382 | 2, 37 
Ethiopia: - red , h | 
Ne etal undredweight .- 604 1, 950 | 2 
eae ..| Bushel_..-- 679 3, 348 ff 940 6, 238 
East Germany: | | 
a eee Leiden 79 179 | | 
INE ete Se 2 a eel 1 RNS se si oem 110 81 | 
Corn.- : ech k Tae .-| Bushel : : 80 201 . 
Rice... wd ..| Hundredweight 5 62 109 | 868 
Rye flour : do 11 94 | 
Wheat flour __- tiki Pound. - 1, 653 142 
West Germany: 
Butter - - Sade Saas 2300. 1, 102 709 
I a ee do SS4 367 
CO —? = | Bushel 291 686 | 
Cotton VEE Bale 5.6 994 181 | 3, 546 
Cottonseed off. ...:............ . Pound : 915 202 
Rice. eS ee a .| Hundredweight 15 171 
Wheat flour .| Pound__-.- 3, 307 236 } 
Ghana: Corn.. : Bushel__-__- 197 DOOR teccec=® | 605 
Guatemala: Corn_-_. ‘ ..do- . 280 3, 238 403 | 3, 64l | 
Guinea " cs i 
NN ee ee eal clay undredweight - _- 110 ,» 550 |) a a of 
Wheat flour. Pound. 6, 613 346 |f 163 | 2, 088 
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[In thousands] 
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| ! 
| 
Country and commodity Unit iQuantity| Value 
| | 
I— 
\laiti | 
oi a i ae | Hundredweight--. 134 $1, 210 
Cornmeal 2 eee ee eee i a 2, 313 | 133 
Cottonseed oil... ss Sian ate diana Sas BCS One ate demare ena } 674 | 180 
SE ooh: aia pklecunbadanh wien callin Mee lancas ares 239 | 43 
ee bide ee ci ee ae Hundredweight -_-- 156 1, 637 
3 eS ey eee ene,” a ee | 2, 688 206 
Honduras: | | 
et ee ee : ...----| Hundredweight.-_-| 2 70 | 
DN icincndanayeneageesemieoks | le oe 24 | 60 
Rites oa ets Sone ee a | Hundredweight_- 7 82 | 
Honduras, British: | 
EER eee ee vie ican tae chi s dnl 6 | 46 
DUNT cc ekbotG b ashace eee e kau ae yo 127 106 
DL: hetietededcuest canner auncecanwad | MOONE oes nk | 10 26 
Pe CEM oi cccculboces san inn of ining EE oe ela eta mi ae 213 45 | 
DMM pcacsdwadasd aes bacnaa cu ccsdson Hundredweight. - 2 30 | 
NIN a Nore og a eae POM ea nian 302 | 22 
Hungary: | 
RR Sa EC Sa oo ee ok Hundredweight. _- 49 437 | 
eet ee eh ene oe ad ee ene 2, 175 1, 480 | 
ON GN, 3 chidescccteackaeuce Se sO es Fe 56 51 
SS = OE ne MS Ts 3, 673 | 1, 672 
EMME eo cna 5 aru weecrwo Scic ok aaa UGG sic cdo kes 688 | 1,875 
Pe «ice wkincesawceenneceunooese POURG i. caw acce sill 661 32 
SINE OB i oe sean cceankaate ean Met eet cate 2, 307 558 
ieee S..- cvaebbobocacwndad = oeaticansabamean Rca knits 9, 968 2, 087 
Oe oe ee ae Hundredweight.-- 29 | 414 
IN ots eS i ee ed PORN SAEs 1, 046 3, 610 
GN TOY oo. bn cccccwnsannne ccna Pe. caicecesucos 5, 933 433 
India: 
Dry miK.....<<< ite acc mk ee wie See pa eae Se 6, 607 1, 165 
TE ee ee Hundredweight.-_-| 224 2, 483 
WM te cg ee et Ms wennw anne 373 1,017 
Tran: Wheat CEO Seccesede 726 | 2, 748 
Italy 
DON as cho stee gp iocadddeksGunbicascup ae nelenE:. 132 1, 155 
UNE 28a a cakeecnnevdsamaGnedakemnl POUeesaieuck 14, 508 9, 620 
Cheese -_ .- ees <sdicarmnahienangalit aise adie bine aoune te 47, 522 21, 620 
oe ee ee Bushel___._- us 1, 378 3, 491 
Cornmeal Saebeeeh Es eukies a OGG wakicuscewa 13, 228 1, 237 
SNR oo re eee ee Sey | Say ao 19.6 | 3, 686 
EOS GAD cee POM ec cscees I 3, 335 686 
PM cok co etc ececs Caen cae ae WS ei oat | 56, 004 | 11, 076 | 
Wheat___- Sa cwmaeebiece tsa | MORN) occ anes | 1,418] 5,025 
MON GR oo ceo nec eck earsirs FORME. wcoescnses 282,676 | 21,178 | 
Tanan | 
rT a ed ree ire Sa | 45, 526 | 8, 075 
Wheat ela tea eee as Seta | 10,017 | 29,344 
MRI MONT oo on on os te 4,000 | 75 
Jordan: 
PU I OE a hs | Bushel___- : 689 1, 426 
erain OOTERUMS. 3. 22sccecaseecesan Hundredweight___| 663 2, O84 
MON oS cs ain chccs in sdéicedan dp ER cceneates} | ROO, SRE 
NIN A ies } 11,023 | 600 
MepGn MORGINS. = oe oes Bale | 0.4 | 78 
Laos: Rice....... aig a | Hundredweight-___| 88 | 835 
Lebanon: | | 
Dieses dc wo redenwnckenaeeeel Rw iatiwenseud | 224 410 
RR rr 8d ah 8 ee oa. ak ee 1. cae 39 119 
Wheat Bes cme Jes NO tans wai 2,391 | 9, 715 
Libya: | 
Barley a ert ae a. ‘ 863 2, 020 
asi eatr GUYER oe... ecccdeace=s ee Hundredweight 397 | 1, 271 
eR 8s ee ae Bushel 3,533 | 13,475 
MENG? TRL a co ae Hundredweight- 2 | 26 
Mexico: Corn Bushel.. 84 | 216 
Morocco: i 
ry MIR... =. scx ‘é -| Pound... = 108 16 
Rice_. P Hundredweight 70 | 1, 000 
Wheat ‘Ks Bushel 2, 200 | 8, 391 | 
Nepal | | 
PONTE basa le a ee ees rh ee , | 24 61 
Dry milk._- - Pound_. 22 | 4 
Wheat Sea scasSneg SMS aoa eae d .| Bushel 782 | 3, 250 
Pakistan: | 
Ll | ae sas _| Pound 2, 143 | 2,041 
Cotton ot Bi F< ee oe ies | Bale 18.8 4,474 
Cottonseed oil_- Pound. 20, 243 4,108 
Dry milk hema _do 1, 376 252 
Rice | Hundredweight- 1,310 14, 681 
Wheat abate . | Bushel__--.- 6, 527 22, 160 
52635—60—pt. 2——16 
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[In thousands] 









































| Ocean 
Country and commodity Unit | Quantity] Value |transpor-| Total 
| | | tation 
lO ee ee 
' | re 
Paraguay : | 
a ge Hundredweight_ - 88 | $1, 005 | 
Butter _._- ’ Pound € 4, 700 3, 563 
Cheese ____. Z J i Sap htae eee 4, 255 2,010 | 
Cottonseed oil__._..--.- do <a &, 136 2, 410 $52 | $16, 749 
NORM ne melee 5 8 Sen EE ee 9, 642 2,195 | 
Rice___. ae Hundredweight_-. 247 | 3, 199 | 
Wheat flour : i UNREAD 6 oa cha 24, 265 2, 306 | 
Peru: | | 
Barley sabe cic Shi hh ssi NN a a cincncisa peieiey 1, 451 2, 643 | 
I do mal 1, 219 3, 681 | 
SRR eo eee 2a ac amicecens -| Pound. paces 7,714 1, 378 | 1, 486 14, 263 
1 Re Sr ee see audiew Sted PR ckckancacnioeel 1, 252 | 4, 306 | 
RN a ey.” Ae ae 10, 134 769 
Relief agencies: Dry milk il Ee 3 ccitiacel a 10, 100 akauliaanirel 10, 100 
Ryukyu Islands: Rice__.__-...------ ..| Hundredweight_-__| 478 5, 530 150 5, 680 
NS IN oc wiccuuidbacornnkipia waien! See Sei ditedeasie 23.9 SO Nioc ot eames 4, 186 
Sade: ry milk... .5....... BONN te 55 9 1 10 
Tunisia: 
RMT 3-0 cn ucccukcoennd wn ase | Mbit see | 92 250 
RUN oS et ben EA tia itcaBe a 3, 795 1, 624 
Dry milk. pie BB oe 2,199 460 | ae ; | 
a ..| Hundredweight__- 40 | 600 | 2, 604 32, 864 
MU ets TRIN oe 6, 383 26, 623 
ea es ..| Pound _. : 7, 377 613 
Turkey: | | } | 
Butter ST a a es oe i 5, 536 3, 542 | | 
Cheese... -- ee Lb Saeco cette ere wnat BY 8 2, 276 | 
Dry milk Lda be nkowabpnadein we ckeL ase sar ls 7, 703, 1, 591 | P 
URN aes 2 eM se ae Hundredweight__- 3 | 41 | 1, 283 13, $68 | 
| TET RIE Sth .| Bushel__..........| 1,448] 4,547 | 
PE Ae dess oc poupunknahncwas CONE Ge eet ced 2, 204 183 | 
Uruguay: | | 
Dry milk. eee A: . = eR Sateen 22 | 3 ‘| 
cee ca eG <1 1 | 12 | 3 ” 
ee can iecl Sa anaacacodact 44 | 2 { ( 
Vietnam: ‘ 
I Sn on Elda cana dab clit Tach a aincial 0.2 | 20 |) ay = ‘ 
RON. onl) cts jason acne ciel WOME acedsccceaed a7 |f 125 | a 
Yemen: Bushel | ] 
rte ee ele apaie ee ae 845 3, 344 
MIR eee Oe 11, 023 603 } 911 4, 858 : 
Yugoslavia: | | 
Ret i eR a at ys od AG eee | 2,097 1, 431 
| SE EE Se eRe es 5 eee paeee are 475 101 on 
a Hundredweight__- 9 84 393 47, 387 
WN i ee ee Bose. - oo. 14,437 | 45,378 | ' 
a ae el eats sini tall ia iain iaieinc eae 35, O11 510, 359 
The above figures represent amount of final billing as of December 31, 1959, 
or amount provided in authorization when billing is not complete as of that date. 
The following is a summary by commodities of the information set forth above 
by countries. ‘ 
[In thousands] 
( 
| Unit Amount Value 
| Tae Cc 
iat de i wbtiacibucetebeals | Bushels_._.......- 3, 398. 0 $6, 928 C 
I Sad Mace tee CBr R ae: EN Ba ge a __| Hundredweight-___| 422. 0 3, 974 k 
NN ne a eee aR oats Lene 30, 228.0 20, 426 V 
I eee SS os ene awe iene S05- ctevcxaken. 2, 406. 0 2, 266 V 
Se eee De Leg es 65, 709. 0 29, 569 
RN ee ee eae Se ae a 2 at UNE | 13, 963. 0 38, 279 
i a Ss PINT og = occu 16, 202. 0 1, 402 
RNR poo ee See ek ee Ee ee aeee OS es 83.3 | 16, 254 . 
Cee ON. ons cn ck ns ee ei SRR Sota eae PON Sega 40, 797.0 9, 281 
ne ees cheeabeckeen al OO cae 210, 875.0 39, 041 u 
NN ae - ..| Hundredweight 1, 664.0 5, 305 
ite ons 5 BL ie ae Ss gad bod ean mal be eee ee 3, 638. 0 41, 210 
Rye flour______- peer eee a heh Sy oars MR ote he re 11.0 
Wheat____ LEAT ES et I eee es SRE oe = 64, 915.0 227, 357 
I re a ee Pammie 440, 473. 0 33, 962 
Total pit A nn Be a eae nee ee ee ee | 475, 348 tl 
Ocean transportation. .............--.- Jaana canDnehsnddesescodsssicarcelackussaeaeena 35, Oil 
ee ed onal 
Total | $510, 359 
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Of the above volume $81.4 million was 1959 activity. 

A summary of the title II program as of December 31, 1959, showing estimated 
balance available for completion of the program under present authorization is 
set forth as follows: 

{In thousands of dollars] 


Total authorization through Dec. 31, 1960_....................-. $1, 100, 000 
Less: 
Authorizations issued, commodity cost.__.._------- $478, 301 
Advances to ICA for ocean transportation (through 
Mov: WO 33 oo ES Be aero. Re ed oa 240 
Interest on CCC investment (through | Nov. 30). cs 15, , 399 
TO es Se I te aa a i Oe ? 593, 940 


eS ae 506, 060 


The above authorization of $1,100 million does not include $300 million for the 
calendar year 1961. 


Estimated balance available__-—-—__-_ 


IV. Trrie III, Pusiic Law 480 


Title III of the act provides donations for domestic use and for distribution 
abroad by nonprofit voluntary agencies and intergovernmental organizations as 
well as CCC barter activities. 


A. SECTION 302, DOMESTIC DONATIONS 


Domestic donations are made from CCC stocks to the Bureau of Indian Affairs 
and to State, Federal, or private agencies for use in nonprofit school-lunch 
programs, in the assistance of needy persons and to charitable institutions, includ- 
ing hospitals, to the extent that needy persons are served. 

The USDA ships available foods as they are ordered to the central receiving 
points designated by the State distributing agencies, the unit of the State govern- 
ment designated by the Governor, to assist in the operation of the program. The 
carload shipments are then broken down into smaller lots and sent to participating 
schools and other institutions. The distribution for needy persons in institutions 
is also a cooperative Federal-State operation with shipments from USDA being 
redistributed in small lots to county and city agencies and then to eligible 
recipients. 

The following schedule shows the domestic distribution of CCC-owned com- 
modities from the enactment of Public Law 480 through December 31, 1959: 


Domestic distribution of CCC-owned commodities under sec. 302 of Public Law 480, 
from July 1, 1954, through Dec. 31, 1959 


{In millions] 








3 asta 
Welfare Total 











| l 
| Schools Institutions 
Commodities | cll int ae Raa 
Pounds | Dollars!| Pounds | Dollars ! | Pounds | Dollars!| Pounds | Dollars! 
Ee ee a — —— 
PN acta net neal 134. 3 | $86. 0 | 59. 0 $38. 3 68. 7 $44.4 262.0 $168. 7 
NOD. Lc. cosets } 95.8 | 39.4 35.4 14.9 125.8 52.8 257.0 107. 1 
Milk, nonfat dry-.- 63. 5 | 117 | 40.0 7.5 198. 5 36.0 302. 0 55. 2 
Beans, dry.......-.-| 39.7 3.4 | 6.6 5 28.0 | 2.3 74.3 6.2 
Corn, whole ....---- 4.2 ae 2.5 | - .2 (?) 6.9 2 
Cornmeal... _.....-- 58.4 3.2 | 31.3 | 1.7 | 368. 7 20.0 458. 4 24.9 
Rice...... — 78, 3 10.0 39. 4 | 5.2 215, 2 27.0 332.9 42.2 
Wheat, whole. ______| 8.6 4] 13.3 6 | - (2) ee 1.0 
Wheat flour.........]| 225.5 14.8 | 249. 8 | 16.6 | 610.5 40. 2 1, 085. 8 71.6 
<a hisienaaseoe’ pretest inne hes —| | | 
ON cscs sends 708, 3 | 169. 0 477.3 | 85.4 | 1,615.9 | 222. 7 2, 801. 5 | 477.1 
' ' | 











! Represents total cost to the Federal Government. Includes commodity cost, warehousing, transporta- 
lon, processing, repackaging, and miscellaneous handling charges. 
2 Less than $50,000. 


NOTE.—These figures do not include commodities purchased from CCC with sec. 32 funds. 


Domestic distribution under this program amounted to $123.2 million during 
the calendar year 1959. 
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B. SECTION 302. FOREIGN DONATIONS 


After provision has been made for the needs of users of donated surplus foods 
in this country, section 302 authorizes donations of surplus foods in CCC stocks 
to U. S. nonprofit voluntary agencies registered with and approved by the 
Advisory Committee on Voluntary Aid of ICA. Donations may also be made 
for distribution abroad by intergovernmental organizations, such as United 
Nations International Children’s Emergeney Fund. 

The following schedule sets forth the quantities and costs of various commodi- 
ties donated to foreign recipients through voluntary agencies for foreign distri. 
bution from the inception of the program through December 31, 1959: 





= 
| j 


Commodities Million | Million 
pounds | dollars! 





Butter.....- tic aigmeuwnineeee Jed pwnawak a | 177. 
Butter oil ‘“ eek 122. 
Cheese... ..-- ee ee J isa sar te acne einen eben eae i 577. 
PONE SET SE cc ciincnnenteccsd Suceulstetedatia e 2, 392. 
Cottonseed oil and shortening. -~_--...---- lela ie ae = 73. 
CREME ORME = os cat ns conte hie ie Ee baucb newb weebaecdeia | 117. 
Corn and cornmeal. - ‘ - — sages eae ie 1, 221. 
ND eos oa cents dene onset a hincaeeckeoeee | 419. 
Wheat and wheat flour------ SECRET ee ee asians ee : 3, 124. 


$121.5 
107.4 


NwerFOoKeKono 


Be pik oe cnboencudendee dinitin ttietnetae saveeneguonaal aoe 8, 223. 


<= 





1 Represents total cost to the Federal Government. 


During the calendar year 1959, 2,043.7 million pounds of commodities were 
distributed to foreign recipients through voluntary agencies performing under 
this program. 

C. SECTION 303. BARTER 


In the barter program, CCC-owned agricultural commodities are exchanged on 
an equivalent value basis for strategic materials or for other materials, goods, and 
equivalent. Such exchanges are effected through U.S. firms using private trade 
channels in fulfillment of a barter contract with the CCC. 

A barter transaction is initiated by a contractor’s offer to barter foreign 
produced strategic and critical materials or other materials, goods, or equipment 
required by other Government agencies for surplus agricultural commodities. 
An offer of strategic materials is considered on the basis of such factors as the 
price and quality of materials, stockpile needs and prior barter commitments, 
market availability, effect of barter procurement on the market, delivery periods, 
and other factors. Subsequent to the conditional acceptance of an offer, a barter 
contract is executed between CCC and the offeror in which terms, conditions, and 
delivery are specified both for the materials to be supplied and the agricultural 
commodities to be accepted as payment. 

Prior to the enactment of Public Law 480 in July 1954, surplus agricultural 
commodities were bartered for strategic materials under the authority contained 
in the CCC Charter Act of 1948, as amended, and under the Agricultural Act of 
1949. Barter transactions under these earlier authorizations totaled $1074 
million. Adoption of Public Law 480 resulted in great expansion of barte 
activities. 

Section 303, title III, of Public Law 480 directs the Secretary of Agriculture to 
use ‘‘every practicable means’ to expedite the barter or exchange of CCC-owned 
agricultural commodities for strategic materials that entail less risk of loss through 
deterioration or subject to substantially lower storage costs; and for other ms 
terials, goods, and equipment needed by Government agencies for their programs. 
All barter activities of the USDA are currently being carried out under the av- 
thority of section 303, title III, of Public Law 480. 
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1. Agricultural commodity disposals by barter 


Agricultural commodities have been exported to 96 countries in fulfillment of 
parter contracts. The following schedule shows the quantities of commodities 
exported under barter contracts for the period July 1, 1954, through December 31, 
1959, and for the calendar year 1959: 


Agricultural commodity disposals by barter 


{In thousands] 




















Commodity | Unit | 1954-58 1959 1954-59 
Tnc6-casdeddedsminecnedewantadiaaoce | Bushel__....- cone todtieuaaead 213, 032 28, 700 241, 732 
NT tci a dca acini en dicktidh imine aiameaiceind dh tusiinee Dog unimideins kee 125, 506 20, 462 145, 968 
PT ccapdekahnchchekaksaenies jeneebnaened ge NS a da a 64, 051 11, 239 75, 290 
aie wins o aie seein dein eaten aie etna sabe OO et ats sitinoianiabaieiakinnnionts 38, 164 3, 193 41, 357 
NE oc cndackapududaasscind kabsindatthiats can tat dase Siesta acorn ot diaiieerd 11, 769 97 11, 866 
Soybeans orbital Geckeeiaeok isk Spake tasa ale gies ih GAepiok ia oe ininliineie ere ee ee 5, 598 
Grain sorghums.-._.-- Shania eee 8, 547 48, 252 
ON og lea Suis cedekciadaw Sanat beanie es cate Salen | 1,472 3, 701 
I ON oa a erred aimee ural WE nen udetewcucnacwaclh . SEDtEe hucaeat ence 34, 731 
a . iw «svigiktueuccdbaccchnadel SR tdesesne oe 11, 976 
ee S28 8 2 er ee a TS i ie nd i wai ot 256 1, 894 
DL: (ccccesadedsaadeinedisusetobenad | EAA ee a gsaeialel 63, 647 
Riek sisesdidearninginhiertne diinctodeeeiaiged  pinnieienrbs Rkaadiadel CEs ivinkcatsaswacknsiotal’ “CR”  Bascmeionue 17, 723 
NS x snes shits tide vacating i abutwncckedudd i oth ih ahah aaranaedanccasi Ee ieee re 10, 764 
NE dun adubstndebavaedaes dutintacenstas | ED ee ees ee ee ee 23, 183 
acdc dtm eanees Sawwnted a ee eee Daas GOR oan. c.5s.s cco. | RIMM Je 1 57 

Total quantity...................-- | oe a No ne _.| 14,060 | 12, 629 | 26, 689 








1 The 113 metric tons for 1954-58 included flaxseed, dry edible beans, linseed oil, peanuts, soybeans, dry 
milk, tobacco, butter, cheese, and cottonseed meal. The 57 metric tons for 1959 includes only flaxseed, 
linseed oil, dry edible beans, cottonseed meal, and peanuts, inasmuch as soybeans, dry milk, butter, cheese, 
and tobacco have been shown separately in the table set forth above. 


The 96 countries that received agricultural commodities exported under barter 
contracts from July 1, 1954, through December 31, 1959, and the value of such 
contracts are set forth as follows: 
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{In thousands of dollars} 


Country Value Country Value 
Algeria : ce a 976! Korea___ 3, 679 
Angola 7] Nicaragua_.-.-_--- : 1, 024 
Australia_ re 6, 45) Rarweit.. ......2.- 93 
Austria send : 2, 263 | Lebanon_ _ - 1, 452 
Azores _ ; : 261 | Liberia__- ae 40 
Bahamas - ; 23 | Libva___- 7 Bisiie 8 
Bahrein Peanicdis : 2| Madeira___- = 160 
Belgian Congo___________- ¢ Malaya, Federation of _ - 479 
Belgium ___- : See ice 3, 752 | Malta ‘ 624 
Bermuda__.- 53 | Mexico____- ce a ae 18, 184 
Bolivia____ in Morocco _ _ - and ha 127 
Brazil_ . atid 3, 197 | Mozambique , 1, 904 
British Honduras __-_-_- 4} Netherlands a 135, 005 
COURIER oo ee ice s 2, 925) Netherlands Antilles 93 
Canary Islands__-____- 2, 168| New Zealand _ .-_-_- 9 
Ceylon ee , 900 | Nigeria_ _ _ 13 
Chile se 2, 987 | Norway : Weuaese 22, 964 
China (Taiwan) __-__-_-- 329 | Okinawa_ _- ar 650 
Colombia__-_-_---- dh aa )», 534 | Pakistan ; 50 
Costa Hica.....- ; 220} Panama Canal Zone__--—-__- 83 
Cuba ; 4 : 4, 356 | Panama_____-_ pasteles a 174 
ROW RMUR feta acrid bares S kw , 806} Peru__-__-- ; ‘ 8, 713 
SI NRNNR MN i ies ste pose 086 | Philippines - - _- 5, 201 
Keviador_.......-- 33 | Portugal ae 5, 573 
Ethiopia - _ --- 165] Portuguese India__.______- 43 
El Salvador___-_-- =. 818} Qatar___- Rae aie ee 6 
Finland 4,110| Rhodesia and Nyasaland, 

France .=.....=- a 54, 098 Federation 31 
French Somaliland _ -—____ 98 | Saudi Arabia : seit 314 
French West Africa___-___- , Sli} tierra: Leone... -.2....-..- 24 
West Germany. ____. 34, 123 | Spain bri re eid 11, 768 
Ghana_____ ae 625 | Sweden____ : ae 14, 147 
Greece_ — , 613 | Switzerland ; 10, 253 
Greenland__ ea 18 | Svria a ta ah 604 
Guam ; 31 | Thailand_ f 5 4, 527 
Guatemala- ant tia 309 | Trieste___ eth be 1, 371 
MGM oe os Sew 16} Turkey _-___- 5 imeaseee 12, 909 
Honduras-_-___- fees 28} Union of South Africa _- 1, 816 
Hong Kong Paget 9,273 | United Arab Republic- - — _- 8, 372 
India _ - aa 4, 141 | United Kingdom_ --_-_-__. 228, 190 
Indonesia _ _ _ - ae AE RRO oi es 1, 200 
Iran... ce 744! Venezuela_______ ae 1, 443 

578 | Virgin Islands 57 
RN ose ee ec p 25, 552 | West Indies Federation ___. 753 
ND ais x Sees sac 092 | Yugoslavia- 3, 533 
BRA cece ce 28, 924] Others__-_ 23, 102 
Japan.......- epee 136, 386 ~— 
Jordan 894 DOW atk ccolcsos die 


8. Extent to which raw materials exported under barter transactions return to United 
States in form of finished goods 

Agricultural commodities exchanged for strategic and critical materials (the 
barter program) must be sold abroad to countries approved by the USDA. Some 
of these commodities may be processed into finished products and exported to the 
United States and other countries. To positively determine if bartered com- 
modities thus reenter the United States is practically impossible because the same 
type commodities exported by barter are also exported through normal channels 
of trade and for foreign currencies under title I of this act. In the event of 
importation of finished goods processed from commodities of the type sold under 
barter there is no way of determining if such finished goods had their origin in 
free-dollar sales by exporters, sales for foreign currencies, sales by barter, or sales 
by other countries, with exportable surpluses of like commodities. However, 
indications that commodities exported by barter may be reentering the United 
States as processed materials may be found in the statistics of exports and imports 
of those commodities and materials. 
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The U.S. exports agricultural commodities, particularly wheat and cotton, at 
less than domestic market prices as part of its program to keep export prices 
competitive with world markets. Therefore, the foreign manufacturers using 
these commodities have a raw-material-cost advantage over domestic manu- 
facturers. Such cost advantage is offset by U.S. import duties on cotton products 
and by subsidies paid to U.S. exporters of cotton products based on the cotton 
content of the finished goods. The raw-material-cost advantage is further en- 
hanced somewhat in the case of commodities sold by barter because of the dis- 
counts provided the domestic exporter of agricultural commodities by the barter 
contractors. According to commodity exporters contacted by the staff, the 
exporters, in order to compete in world competition, generally passed part or all 
of the discount on to the foreign importer in the form of a lower price quotation . 

These discounts by barter contractors ranged from 0 to 15 percent. Assum- 
ing another source of supply of the commodities at comparable prices, bartered 
commodities are in no better price position to reenter the United States as finished 
materials than like commodities originating in other countries. However, if the 
discount is large enough to permit the domestic exporter to undersell his foreign 
competitors, the price advantage may permit the foreign importer to manufacture 
products at a lower cost than if higher priced raw materials were used. 

The following table shows by fiscal years the dollar volume of agricultural 
commodities exported by barter as compared to total agricultural commodities 
exported: 


Exports of U.S. farm products, by barter, compared with total exports of farm products, 
by jiscal year 








Total | Bartered | Percent of 
exports exports | total 
Millions | Millions | 
Fiscal year 1954—55__- jin wes cae hte eek cde et $3, 144 | $125 | 4.0 
Paeeee TORT CORPO... oc ac-ccdswncteucsxavdines ee 3, 496 | 298 8.5 
SUNN WORE TOGO) «ooo ncnccwcccosccaabedaconcee a 4, 728 | 401 8.5 
Fiseal year 1957-58. _- feed so Oe ee ae 4,002 | 100 2.5 
een WORE TOUNO bee ooo ock cco saceccssksccue See 13, 745 | 1144 3.8 
Total dike ewccwanbarsesané havens ieee ; 19, 115 | 1, 068 5.6 





! Partly estimated. 


Exports under barrier accounted for only 5.6 percent of all farm products 
exported from July 1, 1954, to June 30, 1959. Most of these exports went to 
countries that do not produce exportable surpluses of finished goods made from 
these commodities. 

Bartered agricultural commodities exported consist of 21 commodities, chief 
among which are wheat, feed grains, cotton, and rice as shown in the table below. 


Exports of agricultural commodities, by barter, from July 1, 1954, to June 30, 1959 


Value | Percent of 
| | total 
: 2 exo | ae ae ed tate ee ea i ——————— a 
; Million: 
Wheat____. oes iA eS oe ed ea $400 37.9 
Other grains___ ASRS Byte ene ee Bee ae " 3 : 372 35. 4 
open. Piliiad cick a auoniid ee omunbacne cunts = ee 4 gai 235 | 22.3 
ie ho ai cach iatemariie temic aan aa a 12 | 1.1 
Other commodities Peat 2Oh 1, see ed ae 36 3.3 
I awidoesanedl ital tales’ oipieiate ‘ ; | 1, 055 100. 0 





In interviews with officials of the Department of Commerce, USDA, and the 
Tariff Commission it is evident cotton is the only commodity exported under 
barter that is imported in any substantial quantity in a processed or finished form, 

From July 1, 1954, to June 30, 1959, bartered cotton was 22.3 percent of the 
‘otal bartered exports and 1.2 percent of the total agricultural commodity exports. 

hus, the question under consideration is whether or not any substantial quan- 


war of 1.2 percent of the agricultural commodity expoits reenters as a finished 
product. 
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There are provisions in the law for dealing with such problems. Section 22 
of the Agricultural Adjustment Act of 1933 authorizes the control of imports 
when commodities are being imported or are practically certain to be imported 
under conditions and in such quantities as to render or tend to render ineffective 
or materially interfere with specified USDA programs or operations for an agri- 
cultural commodity or product thereof. The President, following cecommenda- 
tions of the Secretary of Agriculture and the Tariff Commission, may impose 
quantitative or fee restrictions on imports on products of agricultural commodities 
to protect marketing programs. 

Section 204 of the Soil Bank Act authorizes the President to negotiate with 
foreign governments in an effort to obtain agreements limiting the export from 
such country and importation into this country of any agricultural commodity 
or product manufactured therefrom or textiles or textile products. 

U.S. manufacturers producing commodities wholly or in chief value of cotton 
are protected by tariffs levied on imports of cotton products. These ta-iffs 
range from a low of 5.85 percent ad valorem on cotton yarns to a high of 65 
percent ad valorem on certain types of lace articles made wholly or in chief value 
of cotton. 

The following tables show by country this country’s imports of cotton fabrics, 
apparel, and related manufactures, exports of cotton and exports of cotton by 
barter for the calendar years 1952 through 1959. 


{In thousands of dollars} 


U.S. im- 
ports of | 
cotton 
fabrics, 
etc. 


Japan: 
ice aniales i 12, 300 

20, 000 | 
26, 500 | 
60, 300 | 
84, 100 
65, 700 
71, 900 


58, 900 | 


| 
| 
| 
| 


Hong Kong: | 
ere 140 | 
110 
130 
300 
700 | 

5, 800 | 

17, 400 | 

31, 100 


U.S. exports of 
cotton 


Total 


174, 800 
114, 7 
173, § 
120, ¢ 
180, ‘ 
215, § 
117, ¢ 
41, 900 


"128° 


, 980 
434 
8, 800 
12, 700 
13, 000 


9000 | 


feat feat peat fd AD et pe pd 
LN RNN 91 ho 


Barter 


6, 200 


United Kingdom: 


bourg: 


ports of 

cotton 

fabrics, 
ete, 


, 300 
», 100 

500 
6, 000 
6, 700 
5, 300 
4, 400 


| U.S. im- | 





U.S. exports of 
cotton 


Total 


26, ‘ 
87 
15, § 
4,700 
24, 500 
41, 912 
12, 192 
3, 082 


| Barter 


| 


3, 700 


19 months ending Sept. 30, 1959. 


Although cotton exported to Japan has fluctuated rather violently in both 
total and bartered cotton, there appears to be a much steadier flow of cotton 
fabrics, apparel, and related manufactures to the United States. Since January 
1, 1957, Japan has been exporting cotton textiles to this country under a 5-year 
program of voluntary quotas. Adherence to such a voluntary program would 
be a much more important factor in quantity of Japanese cotton manufactures 
imported than the amount of bartered cotton flowing to Japan. Cotton sold to 
Japan by barter has been a rather small proportion of total cotton sold to them 
except the year 1956 when bartered cotton constituted 8.6 percent. Therefore, 
it appears that cotton shipments under barter had little if any impact on the 
volume of Japanese cotton fabrics, apparel, and related manufactures purchased 
by the United States. 

Hong Kong, growing rapidly as a U.S. market for cotton, is showing even 
more pronounced growth as a U.S. source of cotton fabrics, apparel, and related 
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manufactures. Hong Kong exports of such items to the United States showed 
pronounced growth when cotton was first acquired through barter; namely, in 
1958 and 1959. The availability of cotton by barter at the discounts that pre- 
vailed may have had some impact on Hong Kong’s ability to expand its marketing 
of cotton products in the United States. However, cotton merchants in almost 
all instances advised they lowered quotations on bartered cotton only to meet 
competitive world prices, which would indicate Hong Kong would have been 
able to expand its U.S. markets in the textile field by utilizing other countries as 
a source of cotton. 

China (Taiwan) has long been an importer of U.S. cotton but its acquisition of 
bartered cotton was unimportant until 1958. China has never had an extensive 
U.S. market for its cotton fabrics, apparel, and related manufactures. Exports 
to the United States greatly increased for the years 1957-59, but during 1959 such 
exports were still less than $1 million. The staff is of the opinion that only 
insignificant quantities of bartered cotton could have reentered the United States 
as cotton manufactures from China. 

The United States has long had a market for cotton in the Lnited Kingdom and 
has long purchased some cotton manufactures from the United Kingdom. There 
seems to be no correlation between fluctuations of the two flows of commerce nor 
does the substantial use by the United Kingdom of bartered cotton during 1956 
and 1957 appear to have had any affect on sales of cotton manufactures in the 
United States. Perhaps availability of cotton from other origins would have 
taken the place of bartered cotton and permitted the United Kingdom to have 
retained exports at the levels shown. 

The Philippines has long retained a substantial market in this country for its 
cotton manufactures and it seems to bear no relationship to cotton purchased 
from the United States. It is significant that this trend has prevailed without 
acquisition of cotton by the barter route except during 1957 when insignificant 
quantities were so acquired. 

Belgium-Luxembourg is a sizable purchaser of U.S. cotton, and much greater 
quantities were taken during 1956 and 1957 when bartered cotton was sold there 
in quantity. This increase is not reflected in increased invasion of U.S. markets 
with their cotton manufactures. Therefore, bartered cotton seemed to have no 
impact on Belgium-Luxembourg’s ability to sell its cotton manufactures in this 
country. 

If any conclusions can be drawn from the foregoing tables it is that bartered 
cotton had no significant effect upon the importing country’s sale of its cotton 
manufactures in the United States. 

The Tariff Commission advises the problem of reentry of exported cotton in the 
form of finished goods is an old one. At the present time the 8-cent per pound 
preferential price maintained by CCC on cotton for export is advantageous to 
the foreign spinners and weavers in competition with spinners and weavers of this 
country. The Tariff Commission has scheduled a hearing for March 1, 1960, on 
whether or not to recommend to the President the application of an import fee 
equivalent to 8 cents per pound of raw cotton content on all imports of cotton 
products, as provided in section 22, Agricultural Adjustment Act of 1933. 


4. Displacement of normal dollar sales in free market countries by barter transactions 


Title III, section 303, of Public Law 480, as amended, provided that “* * * no 
restrictions shall be placed on the countries of the free world into which surplus 
agricultural commodities may be sold, except to the extent that the Secretary shall 
find necessary in order to take reasonable precautions to safeguard usual market- 
ings of the United States and to assure that barters or exchanges under this act 
will not unduly disrupt world prices of agricultural commodities or replace cash 
sales for dollars.’ 

The question of whether barter exports of agricultural commodities displace 
sales for dollars is a complex one. It is not a question that can be answered in 
dollars and cents due to the difficulty encountered in documenting barter exports 
which could have been sold in normal dollar export trade. 

During 1957 the USDA became cognizant of increasing indications that the 
major part of barter commodity exports were moving into those countries which 
were financially able to pay dollars for their commodity imports. It became 
apparent to the USDA most commodity exporters were selling like commodities 
in the same countries of the world and on the same basis as they sold nonbarter 
commodities for which they paid dollars to CCC or acquired in U.S. markets. 
Consequently, the question arose as to whether or not commodities moving under 
the barter could be exported on a dollar basis were it not for barter. 
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In May 1957, after the temporary suspension of the barter program, the USDA 
revised the provisions of the barter program. The new provisions required barter 
contractors to satisfy CCC that a proposed barter transaction would result in g 
net increase of exports to each foreign country before CCC would approve the 
barter contract. Countries with which the United States has a traditional com. 
mercial dollar trade in cotton, wheat, and feed grains were determined to be 
ineligible for barter transactions unless it could be shown the commodities would 
be in addition to normal dollar purchases. The USDA felt that movements of 
cotton, wheat, and feed grains into such countries as a result of barter would be 
replacing sales that could otherwise be made in normal dollar sales. To all other 
destinations it was assumed that additional exports would result since other 
countries were not traditional buyers of U.S. commodities. Since November 14 
1958, barter contractors are no longer required to obtain ‘‘certificates of addi. 
tionality’; namely, written statements by responsible officials of importing 
countries that the commodities to be imported will be a net addition to US. 
exports to the recipient countries. 

During November 1958, three classifications of countries acceptable as barter | 
outlets for agricultural commodities were set up. These classifications, based 
on an analysis of current economic and financial conditions and historical dollar 
marketings of agricultural commodities abroad, were designated “A,” “B,” 
ana: 7." 

The designation ‘‘A’’ means that the particular agricultural commodity has been 
exported to the country concerned in substantial quantities in prior years and that 
the destination country is in good to excellent financial position. The designation 
of ‘‘B”’ means either the particular country has a substantial history of imports 
of the agricultural commodity although it is in a relatively unfavorable financial 
position, or the country is in a good to excellent financial position but has no 
significant history of importing the particular agricultural commodity. Wher 
a country is classified as ‘‘C’’ for a commodity, it means the country has no history 
of substantial imports and is also in a relatively unfavorable financial position. 
Barter transactions involving ‘A’’ and ‘“B’’ commodity-country designations 
must be bilateral or multilateral in nature, and in the case of ‘‘A’’ designations 
there must also be a specific determination by USDA that export of the commodity 
under barter will not unduly disrupt world prices of agricultural commodities or 
replace cash sales for dollars. A ‘“‘bilateral’’ contract is one under which the 
agricultural commodity moves to the same country from which the material 
comes. Under a ‘‘multilateral’’ contract the material may come from a country 
other than the one to which the agricultural commodity moves but the importe 
tion of the material must be connected directly with the agricultural export 
through auxiliary transactions involving named third countries. There are n0 
restrictions on transactions involving ‘“‘C’’ designations and “open end’’ tran* 
actions, where there is no direct relationship between the material import and the 
agricultural export, may be consummated. 

On September 16, 1959, the USDA further tightened the restriction on barter 
by changing certain commodity-country designations and adding a new “X” 
sategory, designating countries to which barter exports of specific commodities 
would not be authorized. USDA officials recognized the changes could result 
in a reduction of barter volume. However, they expected the changes to help 
focus future barter efforts on countries where they should be focused, that is, on 
countries less able to pay dollars and on those which historically are not major 
markets for U.S. agricultural commodities. 

On August 10, 1959, the USDA announced that cotton exported under barter 
contracts must be the identical bales purchased from the New Orleans C88 
commodity office. This, according to cotton merchants, is a hardship on them 
because cotton purchased from CCC may not be of the same quality for which it 
was purchased. Therefore, a cotton merchant may receive cotton from COC 
which he cannot use to satisfy a barter commitment. 

The USDA explained that under the former cotton export program, where 
export of substitute cotton was permitted under barter contracts, the value of the 
cotton actually exported under barter would not necessarily be equal to the value 
of the material delivered to CCC because of the wide variance among prices fort 
different grades of cotton. The August 10, 1959, requirement that identical bale 
to be shipped was to prevent this occurrence. 

The USDA observed that up to 1957 the bulk of barter exports had been made 
to five West European countries. These countries were not only traditional dollat 
markets for U.S. agricultural commodities but countries which had made improve 
ments in their economies as evidenced by their gold and dollar holdings and can be 






























































ee ae a 








» USDA 
1 barter 
ult ina 
ove the 
al com- 
d to be 
Ss would 
nents of 
‘ould be 
ull other 
‘e other 
aber 14, 
of addi- 
porting 
to US. | 
i 
s barter | 
3, based | 
al dollar 
7 a 


has been 
and that 
ignation 
imports 
financial 
» has no 

Where 
> history 
position, 
gnations 
gnations 
nmodity 
ities or 
hich the 
material 
country 
importa 
1 export 
e are no 
”’ tran 
and the 


yn barter 
ew ‘X” 
modities 
ld result 
3 to help 
1at is, on 
ot major 


er barter 
ans CSS 
on them 
which it 
ym CCC 


n, where 
ue of the 
the value 
prices for 
ical bales 


2en made 
nal dollar 
improve 
1d can 





249 


considered relatively easy markets in which to sell normally for dollars. Esti- 
mated gold and dollar holdings of five selected European countries for the years 
1955 to 1959 are as follows: 


{In millions of U.S. dollars] 














As of June 30— 
1955 | 1956 1957 1958 1959 ! 
NG SOURS Discs cane jadiohoednanhacadsnaabee $3, 419 | $3, 228 $3, 158 $4, 030 $4, 108 
NE nae haat ching oad eeteabaeake eames 1, 113 1, 168 1,014 1, 302 1, 649 
ET THRRUNITE 6 os or Sacussnapusycacsaneeeae 1, 121 1, 233 1, 144 1, 397 1, 517 
Peden sJabwe cd acnnwedsavabiadawiguidbekeeadaaely | 1, 557 1, 760 1, 005 916 1,615 
SN SRONROIE 65 swe dee nen udedbueeibese annem | 2, 158 2, 753 | 3, 733 4, 055 4,179 





1 Preliminary.? 


Although barter exports to these countries were greatly reduced during 1958 
and 1959, exports under other than direct Government-assistance programs did 
not appear to suffer as a result. In fact, such exports during 1958 and 1959, 
with the exception of France, actually increased over such exports during 1955 
and 1956. In the case of the United Kingdom other exports showed an increase 
over 1957 exports. 

From the foregoing observations, it would appear that during the years 1955 
to 1957 some barter exports were replacing those that might have been sold for 
dollars. With the curtailment of barter exports and the increase in other exports, 
total agricultural exports during 1957 were substantially greater than in 1956 
and were greater during 1958 and 1959 than during 1955 and 1956. However, a 
significant part of the increased exports consisted of increased exports under 
direct Government-assistance programs, such as Public Laws 480 and 665. This 
trend indicates the strong possibility barter was replacing dollar sales during 1955, 
1956, and 1957 but there are so many other factors affecting volume of exports 
that such conclusion cannot be drawn with assurance. 

Discounts given to agricultural commodity dealers by barter contractors as 
compensation for exporting commodities exchanged for strategic materials un- 
doubtedly is a factor that must be considered in the displacement of dollar sales 
by barter exports. 

Barter contractors generally engage commodity dealers to perform their 
contractural obligations with respect to the exporting of agricultural commodities. 
During periods when agricultural commodities were competitive and readily 
selling for dollars in foreign markets and barter exports were unrestricted, it 
would appear that some barter exports displaced cash sales. This is probably 
true because the discount generally placed the exporter of barter commodities in 
a somewhat better bargaining position than other exporters who acquired agri- 
cultural commodities at regular subsidized export prices. If the exporter passed 
all or a part of the discount on to the foreign buyer he would be able to undersell 
other exporters acquiring commodities at subsidized export prices. 

On the other hand, when U.S. commodities are not competitive and not selling 
well in foreign markets, relatively larger amounts of barter exports may move 
into export channels. The discounts on barter commodities when passed on to 
the foreign buyer make such commodities competitive with world prices, resulting 
in the sale of barter commodities in foreign markets. The question that arises 
here is, Could the noncompetitive commodities have been sold for dollars if it 
were not for barter? Sale of the commodities for cash would depend upon, 
among other things, the buyer’s need for the commodities, the availability of 
cheaper commodities, and the exporter’s ability to compete with available cheaper 
commodities. If the commodities could not have been sold for dollars there would 
be no displacement of cash sales by barter. 

The staff directed inquiries to exporters of agricultural commodities with respect 
to whether barter exports displace normal cash sales. Of 29 cotton exporters 
contacted, many were of the opinion that barter does displace cash sales and the 
others said they could not have made the sales except by barter. Several cotton 
exporters stated that the discounts given by barter contractors disrupt the world 
markets because importers tend to wait for the cheaper barter cotton, thus 
refusing dollar sales. Other exporters stated that at times they could only export 
barter cotton by passing on part or all of the discount as prices on cotton were 
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not competitive with world prices except by virtue of the discounts afforded them 
by the barter contractor. 


5. Comparison of prices at which bartered materials exchanged with competitive 
market prices 

Barter contractors submit offers to CCC in which they agree to exchange 
strategic and critical materials at specific prices for surplus agricultural com- 
modities. Before accepting an offer, CCC seeks the opinion and advice of the 
General Services Administration (GSA) as to whether the offered prices are in 
line with U.S. market prices. It is CCC’s policy to accept only prices at or 
below U.S. domestic market prices, or the prices at which the materials can be 
purchased commercially in the United States. GSA officials advised that price 
advice to CCC is based on the lowest prices at which the materials can be pur. 
chased in the United States for delivery to stockpile locations. The delivered 
prices of foreign produced materials as well as domestically produced materials 
are considered and advice of the lower sent to CCC. 

Generally import duties, if any, are for the account of CCC, therefore prices 
of materials acquired through barter are usually exclusive of import duties. In 
some cases the materials may have been refined or processed in the United States 
and the import duty, if any, on the raw materials paid by the barter contractor, 
In such cases CCC and GSA take into consideration the import duty on the raw 
materials has been paid by the contractor when appraising a contractor’s offer. 

Prices of materials acquired by CCC under barter were compared with U.S, 
domestic market prices of the materials on 40 contracts. The unit prices of the 
materials acquired were compared with U.S. domestic market prices supplied by 
GSA on the date that GSA advised CCC that the prices were considered to be in 
line with U.S. market prices. 
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The table shows that in each case CCC bartered for materials at or below prices 
at which the materials could have been acquired in the United States. 

The E&MJ Metal and Mineral Markets, a publication issued weekly by the 
publishers of the Engineering & Mining Journal, generally contains a brief dis- 
cussion of market activity of some of the more common materials such as copper, 
tin, lead, and zine. Occasionally, U.S. prices and London Metal Exchange prices 
are discussed. A review of some of the publications revealed that the London 
and United States prices were generally about the same after the London prices 
were adjusted for import duties, if any, and freight to the United States. here- 
fore, it appears that these materials may be purchased in London and delivered 
for sale in the United States at about the same prices that the materials may be 
acquired in the U.S. market. 

Barter contractors contacted by the staff stated that generally they purchase 

surplus materials below prevailing market prices, often at about cost or below to 
the producer, for delivery to CCC under a barter contract. They said that such 
an acquisition is necessary to provide a margin sufficient to absorb their costs of 
operation, including discounts on agricultural commodities to be exported, and 
still make a profit on the transaction. Acquisitions of materials by barter con- 
tractors at these favorable prices frequently results from efforts of producers to 
provide uniform rates of employment and production that, on occasion, results in 
greater production than can be absorbed by the commercial market. 
' The unit price charged for any agricultural commodity given in exchange under 
a barter contract is the net export market price on the date the commodity is 
ordered from the CCC by the exporter. he net export price is the domestic 
market priceless the cash equivalent of any subsidy prevailing on the commodity 
exchanged, all as determined by the CCC. 

The ability of barter contractors to sell the commodity end of these barter 
transactions at discounts as high as 15 percent and still make nominal profits is 
prima facie evidence that the United States could obtain the strategic materials 
cheaper if purchases were made for cash. 

On the other hand, commodity merchants have used these discounts in lowering 
prices of commodities to foreign importers with the result sales are captured that 
might otherwise be lost. These discounts thus become largely a hidden additional 
export subsidy on agricultural commodities. 


6. Profits made on either or both ends of barter transactions 

Section 303 provides that agricultural commodities owned by the CCC may 
be bartered or exchanged for strategic materials and that such barters or exchanges 
are to be made “through private channels.’’ The normal private channels for 
acquiring strategic materials are the importing merchants and the processors of 
such materials who normally deal in the buying and selling of groups of related 
materials. The normal private channels for selling agricultural commodities 
abroad fall into four rather specialized groups: The cotton merchants, the wheat 
and grain merchants, the rice merchants, and the dairy products merchants. 
Because of the specialized skills and knowledge required in each of these fields 
of commerce, the importers of ores and metals are not generally exporters of 
agricultural commodities. The commodity merchant generally specializes in one 
of the groups aforementioned to the exclusion of the others. Hence, a given 
barter transaction can be consummated only through the use of at least two 
merchants—a strategic material importer in acquiring the strategic material and 
one or more commodity dealers in disposing of the agricultural commodities. 
Since each has profit as his chief incentive in undertaking a barter transaction, 
itis normal to expect that there will be some degree of profit to be found in 
transactions acquiring strategic material as well as the counterpart transactions 
disposing of the commodity. Profit objectives would be the same whether under 
barter transactions, purchases, and sales in the free market or some other Gov- 
efament program; namely, to secure as wide a spread between acquisition cost 
and sales price as possible without sacrificing sales opportunities. 

As payment for the strategic material, the metal merchant or metal producer 
acquires no cash or claims thereto although he must pay for his purchase. He 
secures instead claims against CCC stocks of agricultural commodities an equiva- 
lent in dollar value of an agricultural commodity of his choice or as stipulated 
in the barter contract. Being unskilled in the commodity trade, he seeks the 
services of a commodity merchant to sell these commodities for him. Frequently 
hesells his right to draw CCC commodities at a discount from the face value thereof. 
lt appears from the merchants on both sides of the barter transactions that the 
discount is often necessary to enable the commodity merchant to competitively 
quote prices of the commodity in the world market. 





In these transactions the metal dealer notifies the CCC as to the identity of the 
commodity dealer or dealers who are to act as his agents for the sale of the CCC 
commodities. The transaction is then handled in one of two ways: First, as 
withdrawals of the commodities are made, the commodity dealer pays the CCC 
therefor, and CCC refunds these payments to the metal dealer as deliveries of the 
ore are effected. To complete the transaction the metal dealer pays the com. 
modity merchant the amount of the discount he has agreed to give. Second, the 
commodity merchant may pay the metal dealer the CCC price of the com. 
modities he has withdrawn as agent, net of the discount they have agreed upon 
and CCC releases the commodity to the barter contractor’s designated agent. 

(a) Profits on strategic materials——The barter contractor, in the event he is 4 
producer, smelter, or refiner, finds it impossible to determine the profit or loss he 
has incurred on the strategic material end of a barter transaction because his cost 
accounting records do not segregate the costs of materials that are later bartered 
from those sold in the open market. Upon delivery of the raw materials or ore to 
the smelter or refiner the identity of each purchase is lost as pertains to its cost 
or purchase price as a result of mixing various lots purchased on the open market 
at various times and prices. 

Barter contractors who regularly buy and sell metals are in very little bette 
position to determine their profit or loss on a specific group of sales such as their 
barter transactions since they have no cost accounting system to readily provide 
such information. However, costs, and hence profits, can sometimes be ascertained 
on some of their transactions by appropriate analysis of their accounting records, 

(b) Profits on agricultural commodities.—In barter transactions the commodity 
merchant sells the commodities for the barter contractor which are acquired from 
CCC as payment for the strategic material delivered or to be delivered under th 
contract. Generally, the commodity merchant is in no position to determine his 
gross profit on specific barter contracts or on his total barter business for the fol 
lowing reasons: 

(1) No cost accounting records are kept on lots purchased, freight and 
other charges that are identifiable with barter transactions. 

(2) The commodity exported may be of different quality, grade, or typ 
than that drawn from CCC stocks and consequently are not comparable in 
price, 

(3) Pricing policies are influenced only indirectly by costs of specifie CC 
stock withdrawals since general world market conditions, the merchants 
long or short position, and the customers’ demands more immediately in- 
fluence pricing of the commodity. 

The commodity merchants stated the discounts at which they frequently pu- 
chase the commodity end of barter transactions are almost always in large par 
passed to the foreign importer in pricing the commodity. There was gener 
agreement among them that these discounts enabled them to quote lower prices 
and thus capture an otherwise unattainable sale. Thus commodities were sol 
that would not have otherwise been sold. 
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7. Strategic and critical materials acquired through barter 

Strategie and critical materials acquired by CCC through the barter program 
are for the purpose of supplying the national stockpile, the supplemental stock- 
pile, and other Government agencies. 

The following shows the purpose of acquiring the foreign-produced materials 
covered by barter contracts entered into from July 1, 1954, through December 
31, 1959: 


Strategic materials: Millions 
DeERNIND OURS ncn cncnscdnivedinteceuecicnenedennnaiwaiin’ $151. 0 
BUR INMONtel GIOCK INOS <552 oo cs Sad wawawu ca cnusckweeemen ose 1924.1 

DOG EUER LENO TRORODIOIG. 5 does ccc oo ow cinen enc beiacooeecnds 1, 075. 1 





Materials for Government agencies: ? 
‘ 


BS heals deve eid pia ciel aad he ahhh ih ahaa a ai a nin me ee NER 33; 5 
Atomic Energy Comminsion (AMC) ..3 oo 2.2 sss chccccenes scene 4.5 
NR a aa ts ea oad omc awe a cae sime aemaemiae 50. 0 
Stel SUDDNORs 2c cce. cacee edn ceKsanwass Se eee 88. 0 
I rOPUR RNR MM i ec Sate re eae 1, 163. 1 


1 The $924,100,000 in the supplemental stockpile includes $69,600,000 for the period July 1 through Dec. 31, 
1959, which is a preliminary figure and $258,600,000 transferred during the year 1959 from the strategic stock- 
pile. ; : 

2 Adjustments have been made transferring $8,800,000 from AEC and $4,100,000 from Defense to the 
supplemental stockpile. 


As of December 31, 1959, CCC has received reimbursement of $222.8 million 
for strategic materials delivered to the national stockpile and $69.8 million for 
materials delivered to other Government agencies. A total of approximately 
$668 million in strategic materials has been transferred to the supplemental 
stockpile. CCC has been reimbursed for $218.9 million of this total by the 
Second Supplemental Act of 1958, Public Law 85-352; $82.3 million by the Second 
Supplemental Act of 1959, Public Law 86-30; $129 million by the Department of 
Agriculture and Farm Credit Administration Appropriation Act, 1960, Public 
Law 86-80; and is authorized to request appropriations for the balance as pro- 
vided in section 206 of Public Law 540, 84th Congress. The balance of the 
materials in CCC’s inventories as well as subsequent deliveries of such materials 
under existing contracts, will be transferred to the supplemental stockpile or to 
other Government agencies with reimbursement to CCC. 
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The quantities and value of strategic and critical materials acquired under thf 
barter program from July 1, 1954, through November 30, 1959, is shown in the 
following schedule: 


Material Unit of measure |} Quantity Value 














| Thousands Thousand 

Abrasive, crude aluminum oxide._..........---- PORE NS oon wcccceneens | 100. 9 $11, 56 
PR sa 5c catia heidi ccicneeptiecin'adlicenicin scacafaik vie emcee | PEN a Widuick hen aweuibabaen 12.8 7,417 
Asbestos, crysotile....._- isi clplecdieasintssbets ended niceties ctspdescad dad etceieceaes | La a § 
ES SEE SERS Se aN I re we 2, 790. 2 42, 3h) 
Beryllium copper master alloy...........-..---- [MAL Sek cn cacemaaesed 8, 455. 6 17,17 8 
Beryl Ofe.......... NE Be a ae BONS OO no ei er 3.4 1, 48 
a e PN on 5 ee 1, 146.3 2,519 | 
manu sree. “Deirkien | cece cccccceu:: A Mee iy An os oat 44.2 2, 67 I 
Cadmium. . SE OEE A ee ee Pee eee ER ee so tia he cae ater | 6, 248. 6 10, 3% 
Chrome ore, metallurigical....................-- Re OR re En | 418.1 20, & 
SD ON ee das ees ce 136. 3 3, 4 
Chromium metal: | | : 

INO cdc cdcumsacee alates Ror ate i Ree | 3.4 7, O8 

a oo a i A SEOs... bbe chanson .| 1.9 3,8 FF 
eS ee i RM a a | 2, 076.3 4, 600 
Ne boawtawa Ro eee 16. 1 13, 21 
Diamonds: | | 

a a ecg 1 Se eee 851.0 1,84 

tata a a 5 cette’ tink ecaiBetananeeitieneacs 11, 575.6 113,977 
OO RE Sea ae ene Short ton_ eae eae eca 5.1 2, 44 
aa ee aes ema ek eect aes ose 484.9 221, %4 

Eo a iio coa Sh eee tee §2. 1 18, 3% 
SS EERE EE sii : do Te ee | 412.8 85, 2 
SO at ne neon ) GEN WORN o.oo ocean nca<e 474.6 28, 47 
OE EEE EOI R ES OE BOR seal 300. 1 12, 4 
eI NINE ho pas eee 12.7 48, 68 
IN ec a ec s ieaet Bm. fos ek 1.4 xe 
Nea td ee ad DNS a eo eg 2, 433. 1 3, 2 F 
Lead pee ee See ERE SON as 2 RL ra a ee ee 207. 6 57,18 
Sane NN iS SRS St ala ila ate 18.1 1, Bi 
Manganese metal, electrolytic. __.........-- eg eee 3.6 2, B7 
Manganese ore: | 

RS rn ek (RES ERE te Serer eee 36. 5 3,74 

I es ee all EEE RE Pea oat 103. 9 6, 38 
NN at SSS nad NR Scat ee | 16.9 5,7 
a a ee Be te NN a ec hee 5, 365. 2 7,408 
I ta eee On ORM... cos cnce ke 585. 0 11,4 
RNIN oN oa ae ee eT eL ceidmncdienia fe EN Shee ewiwkinie aoe | 87.9 6, & 
te Ch... panshisddinniednkaaaake i NR ee 8 153. 4 2, 8 
RES EE eT Pane rae sae eel TON ROR cients nas 15.0 2 
Ee Re ees Po eas i Se eee Peden 127.8 § 
IED IE ee otek a. cam cncdactmeee LN, a ae ees 76.6 13, 78) 
Silk 

Bisu and/or kebalap waste...............-.. RNS ce dee ese wie 301.8 vl 

RN Pen oe Se act itudetauctisc ie ccacanabes eee acta 480. 6 2,19 
an a ag Pa a eal at | 3, 550.0 7, 935 
I aa Ee So ao A ee | 5 1, 14 
a ee ee ek RSs icet Gace ees 4.8 26, 78 
Yarn, cotton ees : Bale. eee oil .5 i 
Waterfowl] feathers and down_______-___-- wits Pound e ; iicticne 553. 7 1, 5 
= : PE A AE Seo ee 311.7 83, THA 
Zirconium sponge and hafium oxide. --.........| Pound ._..........-...--- 3,2 

SO a a 





1 Approximately. 





The foregoing schedule does not include approximately $47 million of materials 
received under contracts that have not to date been signed. During December 
1959, it is estimated that approximately $11 million in material was delivered but 
this estimate was not made by individual materials and is not included in the 
foregoing schedule. 


8. Authority for transfer of materials acquired through barter to stockpiles 

Strategic and critical materials for stockpiling acquired through the barter of 
surplus agricultural commodities remain in CCC’s inventory until placed in the 
national stockpile or transferred to the supplemental stockpile. Strategic and 
critical materials may also be acquired by CCC through barter for supply 
Government activities or for foreign economic or military aid or assistance pro 
grams, or for offshore construction programs. 

The national stockpile was established in accordance with Public Law 520, 
79th Congress. Funds for this stockpile are appropriated annually to GSA and 
remain available until expended. Materials are acquired by GSA based on stock 
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ile procurement directives issued by the Office of Civil and Defense Mobilization 

(OCDM). Materials for the national stockpile may also be acquired from other 
Government agencies, foreign aid programs and other less significant sources, 
such as customs seizures. 

The CCC Charter Act (15 U.S.C. 714) provides that strategic and critical 
materials acquired through barter for the national stockpile shall be transferred 
to the stockpile in an amount equal to the fair market value as determined by 
GSA. Upon transfer CCC is paid from funds appropriated for the Strategic and 
Critical Materials Stockpiling Act. 

The legislative authority for the supplemental stockpile is Public Law 480, 
83d Congress, and Public Law 540, 84th Congress. Public Law 480 established 
the stockpile and Public Law 540 provided for the transfer of materials acquired 
by barter to this stockpile. To reimburse CCC for materials transferred, Public 
Law 540 authorizes amounts to be appropriated equal to the lower of the domestic 
market price or CCC’s investment therein on the date of transfer. 

On December 31, 1959, the cost of strategic and critical materials acquired for 
the national and supplemental stockpiles, but remaining in CCC’s inventory 
amounted to $135 million. 


9. Authorities and policies for disposal of materials from national and supplemental 
stockpiles 

Disposals of stockpiled materials acquired through barter may be made from 
the national stockpile. 

Section 3(e) of the Strategic and Critical Materials Stockpiling Act provides 
authority for disposals from the national stockpile (now vested in OCDM) 
as follows: 

‘“* * * dispose of any materials held pursuant to this Act which are no longer 
needed because of any revised determination made pursuant to section 2 of this 
Act, as hereinafter provided. No such disposition shall be made until six months 
after publication in the Federal Register and transmission of a notice of the pro- 
posed disposition to the Congress and to the Military Affairs Committee of each 
House thereof. Such notice shall state the reasons for such revised determination, 
the amounts of the materials proposed to be released, the plan of disposition pro- 
posed to be followed, and the date upon which the material is to become available 
for sale or transfer. The plan and date of disposition shall be fixed with due 
regard to the protection of the United States against avoidable loss on the sale or 
transfer of the material to be released and the protection of producers, processors, 
and consumers against avoidable disruption of their usual markets: Provided, 
That no material constituting a part of the stockpiles may be disposed of without 
the express approval of the Congress except where the revised determination is 
by reason of obsolescence of that material for use in time of war. For the purposes 
of this paragraph a revised determination is by reason of obsolescence if such 
determination is on account of (1) deterioration, (2) development or discovery of 
anew or better material or materials, or (3) no further usefulness for use in time 
of war.” 

Section 5 of the act provides that “xcept for the rotation to prevent deteriora- 
tion and except for the disposal of any material pursuant to section 3 of this act, 
materials acquired under this act shall be released for use, sale, or other disposition 
only (a) on order of the President at any time when in his judgment such release 
is required for purposes of the common defense, or (b) in time of war or during a 
national emergency with respect to common defense proclaimed by the President, 
on order of such agency as may be designated by the President.”’ 

Section 104(b) of Public Law 480 prescribes that materials acquired for the 
supplemental stockpile shall be released from the stockpile only under the provi- 
sions of section 3 of the Strategic and Critical Materials Stockpiling Act. 

OCDM has the responsibility for authorizing the disposal of excess materials 
Whenever possible under the following conditions: (a) Avoidance of serious 
disruption of the usual markets of producers, processors, and consumers; (b) 
avoidance of adverse effects on international interests of the United States; (c) 
due regard to the protection of the United States against avoidable loss; and (d) 
except when the materials are channeled to other agencies for their direct use, 
approval of the Departments of the Interior, Commerce, State, Agriculture, and 
Defense, and other Government agencies concerned, and consultation as appro- 
priate with the industries concerned. 

OCDM seeks the advice of the Interdepartmental Materials Advisory Com- 
mittee with respect to disposals of stockpiled materials. The Committee con- 
sists of the Assistant Director for Materials, OCDM, as Chairman and a repre- 
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sentative from GSA, ICA, and the Departments of Agriculture, Commerce, § 
Defense, Interior, State, and Labor. The Committee advises the Assistant 
Director for Materials on policies, plans, programs, and problems relating to 
stockpiled materizis. 

GSA is responsible for conducting negotiations for the sale of the material 
and consulting with and advising the agencies concerned. Formulation of a dis. | 
posal plan by GSA involves a determination of the most appropriate manner of | 
disposal such as by auction, negotiation, or sealed bids. Market conditions must } 
be studied and the possible adverse effect of the proposed disposal on markets 
considered. | 

After the plan has been formulated it is submitted by GSA to OCDM, the § 
Departments of the Interior, Commerce, State, Agriculture, Defense, and other | 
Government agencies concerned for their review and approval. The possible 
effects of proposed disposal may have on foreign and domestic markets as well 
as the U.S. protection against avoidable loss must be considered by the appro. 
priate agencies. For example, the Department of State would consider the effect 
a disposal may have on U.S. international interests; the Departments of the 
Interior and Agriculture, in conjunction with the Department of Commerce, | 
would consider the effects a disposal may have on markets for metals and agri 
cultural commodities respectively. The nature of material to be disposed of 
may warrant consultation with other agencies as well as industries concerned. 

After a plan is approved, GSA may start disposing of the materials 6 months 
after the proposed disposal is published in the Federal Register. 

OCDM and GSA officials emphasized that the effect a proposed disposal may 
have on the market is a prime consideration and no disposal is made if a significant 
adverse effect on the market is foreseen. GSA officials advised that accordingly 
disposal of the materials is sometimes a long and tedious process because buyers 
must be located who are willing to pay a fair price for the materials without unduly 
disrupting markets. 

GSA officials stated that it generally takes about 1 year for a disposal plan to be 
formalized and approved by appropriate parties. Then notice of proposed 
disposal must be published in the Federal Register 6 months prior to disposal. 
Therefore, approximately 1’ years may elapse from the time that GSA is notified 
by OCDM that material may be disposed of and actual disposal undertaken. 
Thereafter it may take additional months or even years, depending on market 
conditions and the availabllity of buyers, to dispose of the materials. 










; 
















10. Disposal of materials from national stockpile 


GSA officials advised this staff that although there have been disposals from the 
national stockpile, there have been no disposals from the supplemental stockpile, 
Officials of GSA who have custody of the stragetic materials advised that no 
materials acquired through barter under Public Law 480 have been disposed of or 
sold. 

As all disposal plans for barter-type materials which have been disposed of were 
approved prior to 1954 with the exception of a transfer of one material to another 
Government agency during 1956, none of the materials disposed of would have 
been acquired through the present barter program administered under Public 
Law 480. However, some of the disposal plans which have been approved 
subsequent to enactment of Public Law 480 provide for the disposition of the same 
type of materials as those acquired by barter. 


























D. SECTION 306. DISPOSAL OF COMMODITIES BY ISSUANCE OF FOOD STAMPS 









In order to promote the general welfare, raise the levels of health and of nourish 
ment for persons whose incomes prevent them from enjoying adequate diets, the 
Secretary of Agriculture is authorized to promulgate and put into operation a pro 
gram to distribute to needy persons in the United States, including needy Indians, 
through a food stamp system surplus food commodities acquired by CCC in earry- 
ing out price support programs. This program provides for the distribution of 
such surplus food commodities only during the period beginning February 1, 1960, 
and ending January 31, 1962. 

The cost of this program, including the cost to the Government of acquiring, 
storing, and handling such surplus food commodities, shall not exceed $250 million 
in any 12-month period beginning February 1 and ending January 31. 

This is a new provision of Public Law 480 passed by Congress September 21, 
1959. The law requires the States or subdivisions thereof to request distribution 
of surplus foods, and to consult with Secretary of Health, Education, and Welfare 
and the Secretary of Labor in establishing standards for eligibility. The stamps 
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are to be issued to State welfare agencies for distribution and these are redeemable 
for surplus commodities at local distribution points. 


V. Titte IV—Lonc-Term Suppty ContTRACTS 


The purpose of this title is to utilize surplus agricultural commodities and the 
products thereof produced in the United States to assist the economic develop- 
ment of friendly nations by providing long-term credit for purchases of surplus 
agricultural commodities for their domestic consumption during periods of eco- 
nomic development. 

The United States is to undertake to provide for delivery annually of certain 
quantities of surplus agricultural commodities for periods not to exceed 10 years. 
Payments for such commodities shall be in dollars and may be made in approxi- 
mately equal annual amounts over periods of not to exceed 20 years from date 
of the last delivery of commodities in each calendar year under the agreement and 
interest is to be computed from the date of such last delivery. 

USDA officials advised no contracts had been entered into prior to December 
31, 1959, since the inception of the law approved September 21, 1959. 


Mr. Wuirren. Are there any questions of a general nature? 
EXPORT OF LARD TO CUBA 


Mr. Marsuauyu. Mr. Chairman, I have a few questions I would to 
ask. 

What is the situation in connection with the export of our lard to 
Cuba? We hear so much about that. 

Mr. O'Leary. Sir, the exportation of lard to Cuba during 1959 held 
up very well indeed. Asa matter of fact, surprisingly well. 

Mr. Marsuauu. Are you in any position that you can predict with 
any degree of accuracy what the export situation of lard will be dur- 
ing this calendar year, 1960? 

Mr. O'Leary. Well, only to the degree that one can predict what 
the internal situation in Cuba will be, particularly their foreign ex- 
change holdings. I don’t think that we are ready to predict that our 
exports of lard to Cuba this year will be as good as they were last year 
but Mr. Burmeister, I think, is in a better position to speak to this. 

Mr. Marsuatu. Might you supply what the export trade of lard to 
Cuba was for this last year and what you expect that it likely will be 
this year? 

Mr. Burmeister. I will be glad to do that. I will just say this 
much, that it is very difficult to predict anything for Cuba in the way 
of trade. They can shut us off any time. Their balance of payments 
is very low. Of course, they are going into their new sugar shipping 
season but by and large our exports to Cuba have held up very well in 
this last year. But we'll take another look at it and see what we can 
supply. 

Mr. Marsuauu. I appreciate that. 

(The information referred to is as follows :) 

U.S. exports of lard to Cuba totaled 178.8 million pounds in 1957, 165.3 million 
pounds in 1958, and 217 million pounds in 1959. Thus, it may be seen that the 
U.S. exports of lard as well as other important agricultural items have held up 
Well. It is now anticipated that the exports of lard will total about 200 million 
pounds in 1960, but this prospect could change radically if some very restrictive 
action should be taken by the Cuban Government. 


RECIPROCAL TRADE AGREEMENTS 


Mr. Marsuatu. Now, you mentioned in your comments, Mr. Sec- 
retary, concerning the reciprocal trade agreement program. I wonder 
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if it would be posible to supply for the record the number of reciprocal 
trade agreements that have been signed since 1952? 

Mr. Mitter. We will doso. 

Mr. Marsnaui. And also if you could indicate those th: at were 
signed on a basis of lowering the import duties for agricultural 
products ? 

Mr. Miruer. Yes, sir. 

Mr. Marsuauu. And also those that would show either the increase 
or decrease of industrial prices for this country 

Mr. Mitier. We will give you those evalu: ations for the record, yes, 

(The information requested i is as follows:) 

The main reciprocal trade agreement signed since 1952 was the so-called 
fourth round of tariff negotiations held in Geneva during January—May 1956, 
Of the 35 countries which were contracting parties to the General Agreement on 
Tariffs and Trade at that time, 22 participated in the negotiations. A categorized 


summary of the principal concessions granted by the United States during these 
negotiations is shown in the following table: 


Principal concessions granted by the United States at Tariff Conference, Geneva, 
Switzerland, January—May 1956 


1954 imports 








Category 







| 

Value ! | Percent of 
(million | total? 
dollars) | 















Chemicals and related products -_-- Sosa oe lg iy 40.8 | 43 
Ceramic and nonmetallic mineral produc ae = eh aoe con 29. 5 20.3 
Metals and manufactures - --...--- pe danak Ee eee tee : 316.3 26.0 
Lumber and paper products_.............--..--.---- ; , cae 35.7 | 9.6 
Agricultural, food and related certain pueeccuwecnee. ce ae ee 223.0 16.0 
Textile products_- - (Jip ceh amis emmeesecenmn eke Seuetde cae 47.4 | 13.0 
Miscellaneous products SL pie dean whines ins hee idtiatoneincakkcankeneece 61.0 | 22.0 
a 





1 Value of 1954 trade in items on which tariff concessions were granted (a lowering or binding against 
increases of duty is considered a concession). 
2 Percent of total 1954 trade in each category. 





A complete analysis of the results of the negotiations entered into by the United 
States at that time may be found in Department of State publication No. 6348, 
Commercial Policy Series No. 158. 


MARKET DEVELOPMENT WORK IN SOUTH 





AMERICA 







Mr. Marsuaut. I notice also in your justifications that you point 
out using these foreign currencies in several countries but I did not 
notice any South American countries in that list. Why do we not 
use these currencies in South America for the purpose that you are 
using them for, for Israel you mentioned ? 

Mr. Mixer. I will let Dr. Myers answer that. 

Mr. Myers. I believe, sir, you are referring to that list of six 
countries ? 

Mr. Marsuaui. That is correct. 

Mr. Myers. That list are those countries where we have currencies 
in excess of needs for U.S. Government expenses in the country and 
the amount of currencies in the South American countries are not m 
excess of U.S. needs. This, however, does not mean that we are not 
using foreign currencies for market development work in South 
America. We are to the extent available, and there are Public Law 
480 programs with some of those countries but none of them are i 
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condition at this moment to be on the list where the amount available 
isbeyond what we can see as the U.S. use. 


OPERATION BEEF 


Mr. Marsnau. I was interested in reading over the list of the proj- 
ects where we were using Public Law 480 funds and I notice that in 
Argentina that there is a project named Operation Beef. What are 
we doing with that project in Argentina ? 

Mr. Myers. I think I will ask if Mr. Burmeister knows the answer 
tothat one. I do not think of that as a market development project. 

Mr. Burmetster. Mr. Chairman, in the total funds cares under 
the Public Law 480 agreement there is $18,200,000, I believe, set aside 
for Argentina’s use. These funds are to be loaned back to Argentina 
by ICA, and $14.3 million of that is, I believe, for a project called 
Operation Beef. 

Now, the problem there is that beef production has been down from 
the earlier period. Beef has always been a major product of export 
for Argentina to earn exchange to buy in the world market the goods 
that they need. ‘This is an attempt to develop Argentina’s production 
in beef for export, practically all of which will go to Europe. 

Argentine beef now cannot come into the United States because 
of the quarantine on hom, or foot-and-mouth disease. Any cooked 
or canned beef can come in but that is a small amount relative to the 
Argentine’s total production. Production got so low that it was 
hardly enough to supply Argentina’s own needs in meat production. 
It is our thought that Operati ion Beef will draw production resources 
away from wheat which does compete with us directly in the world 
market. 

Mr. Myers. I want to be sure that you are clear, sir, this is not a 
market development project; it is an aid project. You are correct; it 
isusing Public Law 480 funds. 

Mr. Marsnatn. In setting up these ICA projects, is the Department 
of Agriculture consulted on the setting up of those projects ? 

Mr. Myers. We have a joint policy statement which involves not 
setting up projects being directly competitive with our exports in the 
export markets and we confer with them and they with us. 

Mr. Marsuwary. And it is the feeling of the U.S. Department of 
Agriculture and their policy that by encouraging the production of 
beef in the Argentine that we are not being « -ompetitive with the cattle 
industry in the United States? 

Mr. Miter. Let me say, Mr. Marshall, that Argentina for many 
years exported a great deal of chilled beef to the United Kingdom, 
especially prior to , World War II. This was range-fed beef, not. fat- 
tened. ‘The British market had developed quite a demand for that 
type of beef as versus the type of beef we produce here in the United 
States; namely, fattened or fed beef. Argentina has lost that mar- 
ket for a number of reasons, and I think Aftosa is one of the reasons. 
She has not had an available supply of cattle to supply that market. 

In other words, they have had a great deal of disease in their cattle 
and this has decimated their number. I am of the opinion that some 
of this money will be used for study in trying to eliminate hoof and 
mouth disease in order that Argentina may get back somewhere near 
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her old traditional place as a beef producer and get her off of this 
concentration on grain, which she has been attempting to do lately. 

So, this is, I think, because of Aftosa as much as anything else. 

As we stated a moment ago she hardly has enough to meet her own 
requirements now. 

Mr. Marswatv. Isn’t it a fact that part of the problem that Argen- 
tina has had in the matter of trade, the fact that they have assessed 
such high import taxes upon industrial goods coming into their 
country ¢ 

Mr. Mixer. Yes, sir; the whole economy needs overhauling in 
Argentina. 

Mr. Marsuauy. While it has been traditionally true that Argentina 
has been a supplier of chilled beef and wheat to the European coun- 
tries this policy of theirs has seriously interfered with her trade, 
hasn’t it? 

Mr. Miter. I would say it has contributed considerably in their 
whole economy. 

Mr. Marswartu. Maybe my understanding of Public Law 480 wasa 
bit in error, I am not sure, but wasn’t one of the purposes of the Public 
Law 480 program to use the funds of the Public Law 480 that were 
converted to foreign currencies to develop a market for American 
farm products? 

Mr. Miter. Yes, and this we do. 

Mr. MarswHaru. We have had some agreements in effect with Argen- 
tina. What American farm products are we building a permanent 
market for in Argentina? 

Mr. Mitier. Let me refer that question to Mr. O’Leary. 

Are we at the present time exporting sizable quantities of exports 
into Argentina and is there a prospect by the use of 480 funds that 
we will get an increase, Mr. O’Leary ? 

Mr. O’Leary. No, sir. 

Mr. Marsuaty. This gets to be kind of an interesting thing to me. 
We are using funds that indirectly or directly are charged back to 
the farm program for supplying surplus commodities to Argentina 
that are not building a permanent market for American farm products 
being charged to the American farm program and $14 million of those 
funds are being used to promote the beef industry in Argentina. 

Mr. AnpeErRsEN. Will the gentleman yield? 

Mr. Marsuwaty. That sounds fantastic and at odds with what we 
thought the money would be expended for. 

Mr. Anpersen. Your point is well taken. Here we are expending 
money via foreign currencies which are generated by the giving away 
of farm foods which should not be properly charged against ‘Ameri- 

can agriculture. I think you are right, Mr. Marshall. 










































USE OF HOG CHOLERA VACCINE 






Mr. Marsuaty. Now, in your statement you mentioned about the 
pork products. The fact that some States use live virus in vaccine in 
hog cholera: How many States use live vaccine in this country ? 

Mr. Burmester. I believe there are 18, sir. 
Mr. MarsHALt. Eighteen? 
Mr. Burmeister. Yes, sir. 
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Mr. Marsa. So we are losing a prospect for the export of Ameri- 
‘an products because of these few States. I wonder if it could be 
supplied for the record, the names of those States? I would like to 
see those put in the record. 

Mr. Burmeister. Yes, sir, I think we can get them. 

(The information requested is as follows :) 


STATES WHICH PERMIT USE OF VIRULENT HoG CHOLERA VIRUS VACCINE’ 


1. Alaska 10. Maryland 

2, Arizona 11. Massachusetts 
8. California 12. New Hampshire 
4. Colorado 13. New Jersey 

5. Delaware 14. New York 

6. Idaho 15. Vermont 

7. Indiana 16. Virginia 

8. Kansas 17. Washington 

9. Maine 18. Wyoming 


1The use of virulent hog cholera virus vaccine is also permitted in Puerto Rico and the 
Virgin Islands. 


Mr. Marsa. I notice also you have a problem in connection with 
the vesicular exanthema. How many States do we have 

Mr. Minter. It isall cleaned up now. 

Mr. Marsuatt. It is all cleaned up. 

Mr. Miter. The Department is attempting as rapidly as possible to 
get the use of live serum discontinued and to get the use of the steri- 
lized serum introduced. When we get people accustomed to using 
them, Mr. Marshall, which shouldn't be too long because we have 
found these new vaccines are just as effective as the old live, we can 
export our pork, especially to Western Europe. 





EXPORTS FOR FOREIGN CURRENCIES 


Mr. Marsuau. I was interested in your statement where you men- 
tioned that we were sending 70 percent of our exports abroad on a 
dollar sales basis, and I am also pleased to note that we have stepped 
up materially our export trade of American farm products. I won- 
der if you could tell me how the volume of farm products that have 
been sold for the so-called soft currencies compare between 1959 and 
1958 and what your projected estimate for the market will be in 
1960? 

Mr. Mitter. We will be glad to furnish that for the record giving 
you the percentage of sales for dollars for the representative period 
and the percentage of sales for the soft currencies and what the pros- 
pects are for the next year. 
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(The information requested is as follows :) 
U.S. exports of farm products for foreign currencies, fiscal years 1958 and 1959, 
actual, and 1960 estimated 


{In millions of dollars] 


Programs 1958 1959 19:0 -~«*F 

~s - =e ‘ 
Title I, Public Law 480, sales for foreign currency_-- 659 730 7 
Mutual security, sec. 402, sales for foreign currency and economic aid 227 | 210 | 165 
- | _——_____ 
Total exports for foreign currency_................-.---.----- 886 940 oy 


Other exports under programs..................-...-------- ae 365 | 320 | 315 


Total exports under programs._-___.__-- Se ae 1, 251 1, 260 1, 255 
ITE ele mice be wens musi a 2, 751 2, 459 2, 945 


Total exports_-__..-- : peewee 4, 002 3, 719 
ean for fore ign currency as $ percent ‘of total _- 22 26 2 
Exports for dollars as percent of total ‘ ae ant 69 66 7” 





| 
| 
| 
=~ 
8 | 
= I 
es 


Mr. Wuirren. I am in accord with both gentlemen from Minnesota, 
and it perhaps should be repeated that this project in Argentina is 
under the International Cooperation Administration and is not some- 
thing that is sponsored or advocated by the Foreign Agricultural 
Service. 

EUROPEAN 





COMMON MARKET 





Mr. Natcuer. Mr. Chairman, during the past few years over 60 
countries have raised import duties on tobacco and tobacco products. 
We also find restrictive practices freely employed and used. 

Mr. Miller, as one Kentuckian to another, you were right charitable 
in your use of the word “competition” on page 11 of your statement. 
You stated : 

While we hope that the several new common markets now being formulated 
will offer trade opportunities rather than competition we need to be very watch- 
ful of developments. 

You are right charitable in the use of your word “competition” 
there, Mr. Miller. In fact, you could have used the word “penalty” 
or “punishment” and it would have probably applied just a little 
better. 

As you and I well know, the Common Market countries recently 
have executed an agreement calling for 30 percent ad valorem tax on 

American tobacco—that’s what it means. 

Mr. Miter. Yes, sir. 

Mr. Narcner. And the six Common Market countries trading 
among themselves do not have this 30 percent ad valorem tax on their 
tobacco. So I think, Mr. Miller, that you were right charitable in 
the use of that one word. 

I think, Mr. Chairman, in formulating our foreign policy program 
we should keep in mind fairness and equity as far as our people are 
concerned. Certainly I realize that trade is not a one-way street but 
when six countries enter into a Common Market an agreement to the 
effect. that our tobacco is to be taxed 30 percent in addition to other 
duties, then I think certainly that is not the proper type of treatment 
to expect from friends that we have helped over the years. 
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Sixty countries have increased the import duty on American tobacco 
out of the 88 nations in the world. Mr. Miller, I think it is a right 
serious matter. 

Mr. Mitier. We certainly consider it to be a serious one, Mr. 
Natcher. 

Mr. Natcuer. Certainly as we go along I hope the Department of 
Agriculture in its operations with the Department of State will try 
to impress on the Department of State as often as possible that a 
practices as the Common Market Agreement is a mistake and certainly 
apenalty as far as our country is concerned. 

You know, Mr. Miller, you heard me say within the last few days 
that I know the Department of Agriculture doesn’t condone this type 
of procedure. 

Thank you, Mr. Chairman. 

Mr. Miter. Might I say, Mr. Chairman, that we think that such 
actions as the Common Market countries would take against the im- 
ports of our tobacco are not conducive to the good—that the actions 

taken by the Common Market countries have not been in the spirit of 
the Reciprocal Trade Agreement Act. 

Mr. WHITTEN. Lagree. with my friend and colleague from Kentucky. 
It has been very hard through the years for me to understand many 
of our international policies. During the years when our depart- 
ment was refusing to sell competitively in the fection markets, we were 
letting our competitors set our domestic policy here. We were making 
other countries pay through the nose, so to speak, to get commodities 
from our competitors. We were doing anything except helping the 
poor peoples of the world. 

Even now, where we put limits on ourselves as to making available 
what we can produce, we are to that degree trying to get along with 
our competitors. That may be essential to a deer ee, but so much of 
the foreign aid program has been for the purpose » of developing many 
of these areas into competitors. 

The Secretary of the Treasury testified before our Appropria- 
tions Committee that, in addition to consumer goods and Public Law 
480 cotton and other farm commodities, the United States had ex- 
ported $50 billion worth of capital. For those that wonder why we 
are facing higher and higher interest rates, the reason is rk ge 
If you just take the Secretary of the Treasury’s statement that, 
addition to other things we have exported $50 billion in capital, 2 is 
bound to leave $50 billion less in capital available to meet domestic 
needs, which in turn is bound to increase competition for capital 
which leads to increased interest rates. And I read now where there 
are lots of people that are beginning to be disturbed about eae coun- 
tries that we have been helping to . become competitors. I don’t see 
how they could anticipate anything else, when, in many areas the 
help we were giving was that which Ted to ‘setting them up in business. 

Now, in this Argentine situation, where it is ‘acknowledged that it 
will not lead to future markets for American agriculture, it is ex- 
tremely hard for me to see why it should be charged up to agriculture. 
This subcommittee will have to go out there and ask for funds to re- 
imburse the e capital impairment of the CCC. 

This is not going to put Argentina back to where she was 20 or 25 
years ago, where she was one of our toughest competitors in most of 
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our areas. If by chance she should, I am sure the United States 
through this agreement will have contributed substantially to settin 
up a competitor in business. But that is a matter that is decide 
above your level and my level, as pointed out by Mr. Marshall. The 
Agriculture Department did have a say-so in this situation but we 
can’t resolve it at this meeting. 
Mr. Santangelo. 
WHEAT EXPORTS TO JAPAN 


Mr. Sanrancexo. Yes, Mr. Chairman. Recently, together with a 
few other members of the committee, I had the good fortune of going 
over to Japan and during some of the interviews we learned to our 
dismay that Japan in its imports of wheat, has been importing sub- 
stantially less from the United States than heretofore. That was 
in November. It was indicated to us that they would rectify the 
situation in the future but that for reasons other than the quality 
of the wheat the past imports have been reduced. The decision to 
import less may have been made on the State Department level with- 
out regard to the quality of wheat. 

Can you tell us what the situation has been in Japan with respeet 
to the imports of wheat ? 

Mr. Miniter. Dr. Myers would like to answer your question, 

Mr. Myers. Sir, the J: apanese have been doing two things regard- 
ing their imports of U.S. wheat. First, they have had a bilateral 
arrangement recently with Australia in which they buy some of the 
wheat from Australia in return for other goods. It is a two-way 
deal. Secondly, they are to some degree shifting from the use of 
soft wheat to the use of hard wheat because they are shifting in degree 
toward more use of bread and baked goods and less use of wh eat in 
other forms. This first point is one we hope we can do something 
about by getting them to deal in multilateral trade rather than w ith 
bilateral. I think any hope for improvement of the situation is in 
that direction. 

The second one we look on as something which is not likely to re- 
verse. It means we must compete for that part of the market with 
our hard wheats against Canada rather than try to get them to re 
verse the trend because frankly I would say we think their shift 
toward the use of bread and such bakery products is in the interest of 
the wheat exporters of the Nation. 

So, it is not a bad trend but poses a problem in the types of wheat. 
We can give you figures in terms of quantities on this. That in the 
general way is the situation we face. 
~ Mr. Sanranceto. Since November, would you say that the amount 
of imports by Japan from the United States have been on the upgrade 
or on the downgrade? 

Mr. Myers. I cannot answer that question. I will ask if anyone 
here has the information. If not, we will get it for you. 

Mr. Sanrancero. Will you furnish it for the record, please. 
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(The information requested is as follows :) 


U.S. exports of wheat and flour to Japan, monthly, fiscal years 1959 and 1960 


[In thousands of bushels] 





Month | 1959 1960 Month 1959 1960 





NOE. Lan aweseck 731 2,792 || May_...------------- De ae. 


November....-.------ 2, 602 a” a ee WN bectec ie nteee 
DAMA? inc socncine 3, 181 4,913 
ETS adsense 3, 792 1, 232 FE ecatissietana MR ID Tickceanicbaniaed 





U.S. wheat exports to Japan vary appreciably by months. During the 3 
months November 1959-January 1960, wheat exports of 7,876,000 bushels were 
18 percent below the 9,575,000 bushels for the like 3 months in 1958-59. As 
compared with the August-October period, however, U.S. wheat exports to Japan 
during the November 1959-January 1960 period were up 85 percent. 

For fiscal year 1959-60 to date, ie, July-January, U.S. wheat exports to 
Japan, totaling 17,434,000 bushels, were only slightly (4 percent) below the 
comparable total in the previous year. 

Mr. Mititrer. Mr. Palmby of the Commodity Credit Corporation 
went out to Japan during the month of December especially to devote 
his attention to this problem of export of wheat to Japan. 

Mr. SantanGeLo. When did he go? 

Mr. Mixxer. During the month of December. He was out there 
about the time you were there or soon thereafter, Mr. Santangelo. 

Mr. SanranceLo. It was my information and the information of 
the committee that traveled there, that the decision to purchase less 
wheat was not made because of the quality of wheat. In view of the 
fact that we have such an abundance of wheat in our bins which I 
think could enable us to compete with any other country in the sale of 
wheat, it does not seem to me to make much sense that we should be 
losing a fair share of the world market or the market of Japan. 

I think that is an area in which your groups can be of particular 
help to the United States in answering some of the criticisms of the 
Commodity Credit Corporation and the storage charges we pay for 
surplus products we have in the bins. 

Mr. Myers. We are certainly working on it. 

Mr. Miter. This is one of the things Mr. Palmby went out on spe- 
cial assignment to cope with. This is the main thing I would say. 


SOYBEAN EXPORTS TO ITALY 


Mr. Sanrancevo. I happened to be in Italy and I had some con- 
ferences with the Director of the Soybean Council. I notice that the 
soybean industry has expanded until it has been able to import soy- 
beans from the United States in foreign commerce. 

Mr. Miter. That is correct, sir. 

Mr. Santranceto. Can you tell me what the situation is with respect 
to the exports of soybeans to Italy and their allied products? 

Mr. Mitier. Mr. O’Leary can answer the question, Mr. Santangelo. 

Mr. O’Leary. Italy is developing into a good market for U.S. soy- 
beans. This last year their take of soybeans was about double 1958. 
The prospects for sales of soybeans as well as protein meal to Italy is 
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good because the agricultural economy of Italy is such that it makes 
sense for them to expand their livestock, dairy, and poultry industri ies, 
and it will require considerably more feed than they are in position : 
to produce for themselves. 

The business of compounding feeds in Italy is something that is 
new, but it will expand and with that expansion will mean sales of | 
pr otein feeds as well as feed grains to this country. 

Mr. SAntTance.vo. The land terrain in Italy is not conducive to the 
development of soybeans and since we have such expansive territories 
in the State of our chairman, Mississippi, and throughout the coun- 
try, I was wondering w hether there was an immediate prospect of the 
expansion of the export to Italy of these products of soybeans! | 

Mr. O’Leary. I would say yes. 

Mr. SantancGeto. In my conversations with some of the people of J 
Italy they told me there was a fear originally that the soybean oils 
might compete with the Italian olive oil. Then there was an aware: | 
ness that they were totally dissimilar and Italy was using some of the 
high-grade olive oil for exports to get trade dollars, our - dollars, and 
it was a ready market for the soybean oils. 

What has been the situation with respect to the importation by Italy 
of soybean oils from the United States 

Mr. O’Leary. Italy is not what you would call a regular importer 
of soybean oils. I think the future market is for soybeans, not for 
oils, because Italy has a crushing industry which I feel will epee 

It is interesting to note that Italy has just recently been buying 
olive oil from Spain. 

Mr. Sanranceto. That was a surprise to me because current opin- 
ion was that Italy had more oil than it could use. They have a short- 
age of quality olive oil and they have had to import it from Spain, 
and likewise in the United States, we can’t—we import more oil than 
Italy can provide and we have to import olive oil from Spain. 

Now, I was advised by the people in Italy that apart from the dis 
tinctive flavor of the soybean oil which at first was not palatable, 
they thought it would be a good product and that they would be 
getting expanding imports into Italy. 

What has been your experience with respect. to that? 

Mr. O’Lxwary. As a salad oil, used by itself, I think that it would 
take some time for soybean oil to be really appreciated by the Euro- 
peans. 

I feel that the future of soybean oil in Europe is in the margarine 
industry and in cooking oils and in some blends of cooking oils, but 
not as a salad oil. 

Mr. Ioanxs. Could I add to that? I think what you have in Italy 
is essentially a situation where their demand for soybe: ans will be for 
the meal component much more than for the oil component. 

As they establish modern crushing plants, as we have in the United 
States, and they are starting to do so, they will find the way to use the 
oil that they crush from our beans ‘and they will put it into mixes. 

I agree with Pat, it won’t go into straight ‘salad oil. What will act 
as the magnet to take our beans over there, is the demand they will 
have for the meal, supported perhaps but the modern poultry plant 
that you saw outside of Rome that has been put up in part with pr | 
vate American funds, and the move they are making to improve ani- | 
mal agriculture in south Italy on the small plots. 
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These will be the magnet for our soybeans and not imports of oil. 
They will buy our beans 3 and crush them ; they will have a ready mar- 
ket for the meal. They will find a ready market for the oil. 


EXPORTS OF FROZEN POULTRY 


Mr. Santance.o. The next thing I was going to ask about was 
the subject of poultry. 

Last year you indicated that you were trying to stimulate the ex- 
ports of frozen poultry to Italy. What has been your experience with 
respect to that project ? 

Mr. O’Leary. Sir, we started out as practically a nonexporter of 
poultry. We had a title I program, small one with Germany, at the 
time when U.S. poultry was not permitted to enter Germany. We 
were successful with this to the degree that our exports have gone 
from practically nothing to 50 million pounds this year and srobably 
considerably more next year with a real potential ahead as Gamay 
moves toward liberalization of all poultry. 

Turkeys are already liberalized. There is a quota on chickens. We 
hope that within 1 year all poultry will be liberalized as far as the 
German market is concerned. 

This worked very well. We tried the same thing in Italy. It has 
not worked. Youcan’t win them all. 

Mr. SantTancevo. If there is any one country which I have seen that 
can use poultry, I think it is Italy. I have gone in the southern part 
of Italy, in Sicily, and in the northern part and there is a scarcity of 
poultry and the poultry I see looks so emaciated and sick that I 
could not understand how it is possible to fail in promoting the sale of 
poultry, either live poultry or frozen poultry, to Italy. 

Mr. O’Leary. You have to get it into the country first and we have 
not yet succeeded in doing that. 

Mr. Sanranceo. Have they barred it ? 

Mr. O’Leary. Commercial sales of poultry to Italy are re- 
stricted. Now, we have the title I program which we have been try- 
ing to implement for almost 2 years. Some licenses have been issued, 
and some trial shipments have been made of sample quantities. There 
are numerous reasons, some related to price, some related to the fact 
that there are not too many dealers in poultry in the country, some re- 
lated perhaps to the fact that there is a small but expanding broiler 
industry within the country financed largely by U.S. capital. 

And all these factors tend somewhat in the direction of the main- 
tenance of a small, extremely high margin market as opposed to an 
expanding market with a lowering margin. We are still trying. 

Mr. Sanrancevo. I understood there was an American outfit which 
was in Italy trying to promote the raising of poultry and the expan- 
sion of the poultry ‘industry. 

Mr. O'Leary. They are raising poultry, good poultry. 

Mr. Sanrancero. Where are they raising it / 

Mr. O'Leary. In the north. 

Mr. Terro. There issome around Naples. 

Mr. Santanceo. I think the south needs it more than the north. 
Maybe we are having a north-south fight there, too. 

Mr. Horan. You have to get rid of the goats first. 
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Mr. SanTaNnceLo. They can always chase out the goats if they can 
get, to the hills to find them. But Frank figured that if the poultry 
business would expand there, maybe it w ould be a market for our corn 
into Italy. 

Mr. O’Leary. Corn and soybeans. 

Mr. Tetro. They can raise sorghums. 

Mr. O'Leary. Also barley. 

Mr. Santancevo. If they increase their poultry industry there we 
would have an important outlet for some of the surplus corn and barley 
that we would like to get rid of. 

I notice that in Switzerland and Germany you have had very good 
success in the exporting of frozen poultry. 

Mr. O’Leary. Yes, sir. 


EXPORT OF POULTRY TO ITALY 


Mr. SANTANGELO. What is the situation with respect to frozen poul- 
try in Italy? 

Are you having any success there or are all these big food chains 
flopping ? 

Mr. O’Leary. Well, the answer is the same. What we have been 
talking about is frozen poultry; that is the way you export poultry 
unless" you can it and that is a pretty high-priced product. We have 
not been able to break into the Italian market. In spite of the fact 
that the Italian Government under the Public Law 480 program has 
issued import licenses, they just have not been utilized. 

Mr. Santance.o. My questions were with respect to live poultry. 
If I know the Italian people, and I think I do, thing like live poultry 
much more than frozen poultry. 

Mr. Ioanrs. We would never compete with live poultry at that 
distance. 

Mr. O’Leary. They import live poultry from the Dutch, but for us 
to export live poultry 

Mr. Santancevo. It might be helpful to you if we encouraged 
them to promote the industry even if it is from the Dutch and other 
people, the Danes; then you can get your entree into Italy for those 
products. 

Mr. O’Leary. We are trying to get eviscerated poultry sufficiently 
into the market so we can do a pr omotion job to increase consumption 
which will increase imports from all sources as well as foster the 
domestic industry. We are still trying. 

Mr. Santancexo. Last year when you talked about the project of 
promoting the frozen poultry I was not optimistic about your success 
in your program because, knowing the people as I do, I do not think 
they go for frozen poultry; they go more for the live poultry, and I 
was very curious to see how you fellows developed the program and I 
think the results bear out what I expected. 

Mr. O’Leary. If I may interrupt just briefly at that point, sir. 
There is a market established in Italy for quality frozen poultry. It 
is coming from Hungary, Yugoslavia, Denmark, and to some extent 
from Poland and others, but U.S. poultry has not yet broken into 
that market. 

This frozen poultry, good broilers, sell for 70 to 80 cents a pound. 

Mr. Santancexo. I will w ager that is in the north and not the 
south. 
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Mr. O’Leary. But that is where most of the people are. 
Mr. Santancevo. I think your population figures are wrong. Most 
of the people are down south and that is where the food supply is 


needed. 
Mr. Wuirren. Mr. Andersen ? 


U.S. EXPORTS TO FAR EAST 


Mr. ANDERSEN. Yes, Mr. Chairman, I would like to go into a general 
observation that I personally made. I don’t know whether it agrees 
with the impressions gained by Mr. Santangelo and Mr. Michel who 
accompanied me, but in the recent trip we three had the privilege of 
taking to the Philippines and Japan especially, last fall, 1 gained the 
impression, gentlemen, that in too many cases these particular coun- 
tries were getting the better of our people in trade. 

I was disturbed when I noticed up in Japan the gradual falling off 
of our wheat exports to that country. They seemed to think that it 
was necessary for them to trade more with Australia and with Canada 
asa matter of good diplomatic relationships with those two countries. 
At the same time, the same people insisted that we in America should 
be willing to absorb more of their textile output. I asked some of 
those gentlemen: How can you expect to expand your trading in the 
United States of America if you are gradually shortchanging us in 
the trade we have already established with you ? 

In the Philippines I could not help but note that some of our people 
connected with our Embassy were obviously hesitant about properly 
advancing the rights of the United States of America insofar as trade 
was concerned. 

Now, I remember talking with some of these Filipino people, and 
they were very much interested in the possibilities of getting a little 
bit more of our sugar allotment. 

Now that Cuba was in temporary difficulties with us, I asked some 
of them this question: I said, “Well, now, if some of us back in the 
Congress should try to aid you in a very commendable effort on your 
part toward having a little bit more of our sugar allotment would 
you, on the other hand, agree to make that a strict out-and-out agri- 
cultural barter so that if we gave you some more of our sugar business 
you would give us some more business in the line of import from us 
of agricultural commodities that were bothering us?” 

Well, that seemed to surprise them that I would even suggest that. 
I told them, for example, that their school lunch program could very 
properly assimilate thousands of tons of our good dried egg product 
which has been proven to be a very fine product. Powdered eggs have 
proven very beneficial to our school lunch program in America and 
it certainly could be to them. I said that there were many instances 
in which they could help us in the line of cotton and wheat. 

Then I noticed a plant under construction down there which had 
formerly utilized our northern wheat. 

Well, they were gradually turning—Mr. Miller and Dr. Myers— 
they were gradually turning to Australian wheat due to differences 
In freight rates and the failure of their own Government to allocate 
sufficient dollar exchange for that purpose. 
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Of course, we could not help but observe that the Filipinos are very 
unrealistic when it comes to their dollar exchange, they think their 
peso is worth about two to the dollar when in fact I think they sell in 
Hong Kong at the rate of about five to the dollar or something like 
that. 

Have we consummated with them since last November a purchase 
agreement under Public Law 480, Dr. Myers? 

Mr. O'Leary. No, sir. 

Mr. ANDERSEN. That has not been consummated yet. 

Mr. O’Lrary. No, sir. [ 

Mr. AnpersEN. I understand that this was being held up by this 
lack of realism on their part relative to dollar exchange. ; 

Mr. O’Lrary. There were several reasons; the question of exchange 
rate was one of them. 

Mr. ANDpDERSEN. I would like to urge upon you people, whatever you 
might have to do with it, Mr. Miller, in conjunction with the State 
Department, that you insist that if we give them concessions in the 
agricultural line they must balance that out in future trade with us, 
I notice several plants there in the Philippines that had for their pur: 
pose getting away from the utilization of agricultural commodities 
which they had previously used. It was very commendable from the 
viewpoint of their own economy, but, on the other hand, I can see a 
slow drying up of the trade with the Philippines, one of our greatest 
friends, as far as trade of agricultural commodities to them, and I fear 
the same thing is more or less shaping up as far as Japan is concerned. 
_ All Iam insisting on, gentlemen, is that we have in those countries, 
in those very important countries to us from an agricultural view- 
point, your very best men who are able to get in there and hold their 
own when it comes to trading with those people. 

That, Mr. Chairman, sums up the major impression I received, but 
I do want to call to the attention of Dr. Myers one thing that bothered 
me a little bit. 

First, before I do that, let me say that I feel this subcommittee has 
been more than rewarded over the years for our action in transferring 
this particular agency out from under the shadow of the State Depart- 
ment and giving them a spot in the sun of their own. I think you 
people have done a splendid job. i 

Mr. Minter. Thank you, Mr. Andersen. 


QUALIFICATIONS OF AGRICULTURAL ATTACHES 


Mr. ANDERSEN. But just one minor thing I would like to call to your 
attention. It happens that in one of those countries, one of the three 
countries we visited, we were driving along a country road and I 
asked an agricultural attaché as to the crop along the road. As it 
turned out it was quite a common crop, but he had to plead his ignor- 
ance even though he had been there in that country for some time. On 
further questioning I determined for my own satisfaction that that 
man, while possibly he was an excellent man in the field of the eco- 
nomics of agriculture, I doubted whether he was too well versed im 
the fundamentals of agriculture. 

I would like to ask this question, Dr. Myers; I can see where per- 
haps that might be commendable in this way, that you might need a 
man versed in economics, even in the agricultural field more than you 
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would one in the basic principles of agriculture, but I would like to 
ask this question: In these attachés that you engage, new men coming 
into the Service, are they in most instances graduates from our leading 
agricultural colleges ? 
“Mr. Myers. The men we are now recruiting are graduates of agri- 
cultural colleges and if possible we get them with some experience in 
other lines of agriculture. 

Mr. ANDERSEN. That’s fine. 

Mr. Myers. And we train them here for a while before we send them 
out. We are trying to work that kind of a rotation. 

There are a relatively few people now in the field who, in the course 
of the expansion that came on and the changeover between agencies, 
were sent out, particularly where there is more than one man at the 

ost, who didn’t have the full agriculture background that we would 
like In those cases they had some other specialty or qualification that 
was needed in that post. 

Mr. AnpersENn. I gathered that, and that was more or less of a bal- 
ance, you might say, to my criticism. 

I gathered that after talking to these particular gentlemen because 
I wouldn’t want you to think from what I have said that I do not think 
all of them were pretty high caliber people, but I would urge, where 
you do have a situation, that you have to have a top attaché in there, 
well versed in economics, that you also bolster him up by having an 
assistant who knows a great deal relative to agriculture. 

Mr. Myers. What we think about is farm background, agricultural 
college training, experience in agricultural extension, or research, or 
teaching, or farming; then experience with USDA; then working in 
the field, if possible, first as an assistant in a post before the man has a 
post of his own. 

We are shooting for that. We haven’t been able to do it always in the 
past. 

Mr, Anprersen. Now, Mr. Miller, before I leave this, who in your 
organization here today has most to do with the framing up of these 
Public Law 480 agreements ? 

Mr. Mitirr. Mr. O’Leary does. 

Mr. Anpersen. Mr. O’Leary, I want you to make sure, if you will, 

lease, when dealing with the Philippines, with those fine people over 
in that part of the world, that you insist that if they want to receive 
benefits from our people in the line of agriculture that they return 
us the same favor. 

Mr. O’Leary. All right, sir. 

Mr. Anpversen. Thank you, sir. 

Mr. Wurrren. Mr. Horan ¢ 

Mr. Horan. It’s a far cry from the old days of the agricultural 
foreign relations, what we are trying to do now, because exports will 
continue to be important to the American agricultural economy as 
long as we have 40 or 50 million acres of productive land whose prod- 
ucts have to go someplace and, of course, we are hoping that in the 
world revolution, or whatever it is that’s going on, that the pur- 
chasing power of some of these underdeveloped countries will grad- 
ually rise to the place where they become healthy customers. 

I think the record here is pretty good. We have set new records 
in at least. five commodities: feed, grain, soybeans, poultry meal, and 
tallow. Some other ones are rather important. 
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DEVELOPMENT IN WHEAT 


I wonder if you would care to briefly tell us what you are doin 
in this matter of cooperation with, for instance, Mr, Ivan Packard, 
who comes not from my district—he’s 7 miles out of it—he’s over in 
Pakistan now with the Washington State Association of Wheat Pro- 
ducers and they are maintaining a man over there, I guess. Not alone 
Washington; Nebraska is doing the same thing. 

Mr. Miuuer. They are doing a good job. Dr. Myers can explain 


it. 

Mr. Myers. There’s cooperative work going forward with the Great 
Plains Wheat Growers Association and also with the Western Wheat 
Associates, the collective name for the Oregon, Washington, and 
Idaho groups. 

Mr. Horan. I don’t know whether Montana is or not. 

Mr. Myers. The Plains group includes Kansas, Nebraska, Colo- 
rado, and now North Dakota is coming in. This work is going for. 
ward and I think it’s good at this point to say that any credit due 
for successful market-development work must be shared among many 
people—the Congress, the administration, the wheat groups or the 
other commodity groups, and private trade—it’s a cooperative work. 
I would like to ask Mr. O’Leary for some detailed comment on how 
the Western Wheat Associates, the one in the Pacific Northwest is 
working. 


COMMODITY ORGANIZATIONS IN MARKET DEVELOPMENT 


Mr. Horan. Before Mr. O’Leary responds to that, I wish that you 
would supply the total list of various commodity groups that are 
doing this or similar work. I am quite positive that the tobacco peo- 
ple are doing things in foreign countries, perhaps not as direct as these 
programs here that you were about to mention. 

That is important because in any marketing the quality of the prod- 
uct when it reaches the consumer is something that is inescapable and, 
if a producer group does become active in the terminal marketing 
of any given commodity, there would be less chance of complaints 
coming back that this product was not in good shape. 

It is a rather difficult thing for the foreign agricultural service to 
handle; it is something that only the producers can do very much 
about and feel the responsibility. 

Mr. O’Leary. I might take about 2 minutes, Mr. Chairman, on the 
question of commodity groups in the foreign market development. 
We in the Department of Agriculture from the beginning had the 
idea that the best work could be done abroad by organizations which 
covered the industry and the grower in this country on as broad a 
basis as possible. 

We had in the cotton industry, of course, an integrated organiza- 
tion which included everybody from the growers on up to the ex- 
porters. This was a fine start to get the program going and also a 
pattern to be followed by other industries. : 

It was followed by the establishment of a soybean council and by 
the joining together for the purpose of operating the tobacco program 
















on 
card, 
er in 


lone 
plain 


rreat 
‘heat 
and 


olo- 
 for- 
; due 
nany 
r the 
vork. 
how 
ast is 


t you 
t are 
) peo- 
these 


prod- 
) and, 
eting 
laints 


ice to 
much 


n the 
ment. 
d the 
vhich 
pad a 


niza- 
@ ex- 
ilso a 


id by 


gram 


275 


of three associations which practically covered the entire tobacco 
growing and exporting industry. ; | 

In the case of wheat the situation was a little bit more difficult. 
We started out with the Oregon Wheat League. Oregon had the first 
wheat commission for raising funds for research and market develop- 
ment purposes. No other State at that time, I believe, had any such 
resource. 

So, in conjunction with the Oregon Wheat Commission and the 
Oregon Wheat Growers League and the Millers National Federation, 
the wheat market development program in the Far East was started. 

Growing out of this came interest on the part of the wheatgrowers 
inthe State of Washington, and following that the wheatgrowers in 
the State of Idaho. The three States banded together and formed 
what they called the Western Wheat Associates for the purposes of 
doing not only foreign but domestic market development in the 
interest of wheat in that area. 

The Great Plains started out with Nebraska taking the lead because 
they had the wheat commission. They were joined by Kansas and 
then Colorado. This is the Great Plains Wheat Market Develop- 
ment Association of which Mr. Clifford Hope is the president. North 
Dakota has also established a wheat commission and plans to join the 
Great Plains organization. 

We have had separate cooperative activities with the Great Plains 
wheat people and with the Pacific Northwest people, and at the pres- 
ent time something that we have been looking forward to for a long 
time is being accomplished. 

A couple of weeks ago I attended a meeting in Boise, Idaho, of 
the coordinating committee which is composed of members of the 
boards of directors of the Great Plains wheat people and of Western 
Wheat Associates. In the meeting of this coordinating committee 
they agreed to work together cooperatively, become cosigners of 
projects which cover Japan, the Philippines, India, and Pakistan 
and four flour-using countries in the Pacific, including Indonesia, 
Burma, Ceylon, and Thailand. 

In other areas of the world they will either be cosigners or one 
area will sign the agreement since the main market there will be 
for that type of wheat but, to the degree that the other type of wheat 
has some interest in that market, they will have a cooperative relation- 
ship on that basis. 

So, frankly, we are approaching a situation where the U.S. grower 
in cooperation with the export industry will be doing a foreign mar- 
ket development job for wheat—for U.S. wheat rather than merely 
on a regional basis. : 

Mr. Horan. I am glad to hear that, because it is vital to any export 
program that the actual industry itself be primarily responsible for 
what is produced and the shape it is in and be party to what happens 
to it when it reaches the area where you hope to sell it. You can en- 
large on that any way you wish. 


FOREIGN TRADE RESTRICTIONS 


I have one other request. Now, I haven’t asked for a brief break- 
down regarding the restrictive activities employed by other countries. 
We have had reference to one of the countries in Europe. 





I wonder if you could just put down objectively what you have 
done in the past, the various domestic laws or import quotas, import 

restrictions, by countries. 

Mr. Wuirren. Could I interrupt there ? 

Mr. Horan. Yes. 

Mr. Wurrren. The thought that struck me about this overall market 
development approach is that it is quite sound. I recall back in the 
early years of the 1950’s when this subcommittee was trying to get our 
own Government to sell competitively in foreign countries under the 
law, it developed that a number of commodity organizations in the 
United States were pressing for promotion of agricultural commodities 
in foreign countries. But at the same time they were parties to hold- 
ing our commodities away from foreign customers 

In other words, with all this market promotion that we have, it is not 
worth 2 cents to the American people if it is in the country that pre- 
vents American commodities from coming in. 

So, I think that we need in the record, and I would like to add to 
what Mr. Horan has said, a listing of those countries with which you 
have any substantial trade, showing what restrictions they may have 
against the import of agricultural commodities, or what tariffs they 
have, or import permits. 

We then would like to have also a listing of the American commod- 
ities which depend substantially on exports to handle our normal 
production. 

Further, I would like a statement as to what your policy is as to 
whether you have to approve the use of these funds to promote markets 
in these countries that will not allow our products into those countries 
to be marketed. 

Mr. Horan. I think it is vital for us to have that. I think it is well 
to spread it on the record because to those who may read the record, and 
I assume that these people who are interested certainly will, they will 
know wh at we are up: against. 

(The information requested is as follows :) 


EXAMPLES OF LIBERALIZATION EXTENDED TO THE DOLLAR AREA IN THE AGRICUI- 
TURAL SECTOR DURING THE PERIOD DECEMBER 15, 1959, THRouGH JANUARY 31, 
1960 


(Listed here are items of principal trade interest to U.S. Agriculture) 


MORE IMPORTANT TRADING COUNTRIES 


1. France.—On December 24, 1959, liberalized some 20 odd agricultural items— 
of trade interest day old chicks and natural honey. 

2. Italy—On January 18, 1960, announced liberalization on some 50-odd agri- 
cultural items—of trade interest dried prunes, hops, canned soups, packaged 
foods, meat extracts and juices, and tobacco (however still under State 
monopoly). 

3. United Kingdom.—On February 1, 1960, liberalized tobacco and tobacco 
manufactures (except cigars). 

4. Netherlands.—On January 1, 1960, removed import restrictions on seed rye; 
rice; and artificial honey. 

5. West Germany.—As per decision at the 14th session of GATT, on Janu- 
ary 1, 1960, Germany liberalized on some 50 odd items (including several agri- 
cultural commodities). Of trade interest to agriculture are natural honey 
and eggs in the shell. 
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1. Portugal—On January 10, 1960, “liberalized” a number of agricultural 
items—of trade interest peanuts, linseed, peanut oil, coconut oil, raisins, and fruit 
juices. 

2, Finland.—On January 1, 1960, liberalized some 20-odd agricultural items—of 
trade interest dried fruits (pears, apricots, peaches, plums, apples, and mixed 
fruit); tallow, hydrogenated fats and oils, tobacco, and cotton and cotton 
waste. 

8. Uruguay.—As of December 30, 1959, a number of commodities can be im- 
ported in a totally unrestrictive manner and without a prior deposit require- 
ment. Of trade interest to agriculture are raw cotton, pedigreed animals, 
and vegetable and grass seeds suitable for medicinal preparations. 

4. Rhodesia and Nyasaland.—Announced that as of January 1, 1960, only 
fishing nets are totally prohibited and only four items (all nonagricultural) 
remained under quota. Nevertheless, imports of all agricultural items, with 
the exception of cotton, tallow, and pickles, are controlled through an import 
licensing requirement under the auspices of the Ministry of Agriculture. 

5. India.—All import licenses (other than licenses issued for import of capital 
goods from specified countries) valid for imports from the “soft currency area” 
were made valid also for the dollar area. 

6. British Honduras.—Effective January 4, 1960, permits imports under open 
general license of all agricultural products except dried beans and peas, dressed 
poultry, eggs in shell, and fresh vegetables. 


EXAMPLES OF LIBERALIZATION EXTENDED TO THE DOLLAR AREA IN THE AGRICULTURAL 
Sector BY Our More IMPORTANT TRADING PARTNERS DuRING 1958-59 (AS OF 
DECEMBER 15, 1959) 


(Listed here are items of principal interest to U.S. agriculture) 


1. Austria.—Figs, legumes, dehydrated vegetables, oilseeds, canned fruit, 
cheese, and cotton linters. 

2. Australia.—Rosin, natural gum turpentine, hog casings, raw cotton, linseed 
cakes and meals, and cotton waste. 

3. Belguim.—None significant to agriculture. 

4. Denmark.—Lemons, barley, oats, corn, nuts, and oranges and grapefruit. 

5. France.—Cotton, hides and skins, grapefruit, lemons, Summer oranges, 
raisins, oilcakes and meal, almonds and filberts, natural condition prunes, and 
edible offals. 

6. West Germany.—Liberalized on some 150 odd agricultural items (including 
processed food products). Many were of little interest to U.S. agriculture. 
Items of importance were: Turkey, geese, and duck meat; hulling mill products of 
rice, soybean oil, jams and fruit jellies, preserved cherries, strawberries, and 
raspberries in barrels; raisins; single strength juice of orange, grapefruit, and 
lemon without sugar; preserved apricots and peaches in containers of 5 
kilograms or more; preserved pineapples; concentrated orange, grapefruit, and 
lemon juice without sugar in containers of less than 3 kilograms; concentrated 
grape juice without sugar; fruit juices with sugar; and citrus fruit preserves 
other than grapefruit in containers of less than 5 kilograms. 

7. Italy —Broken rice; dried albumin; guts, bladders, and stomachs; certain 
prepared foods made from cereals; eggs and shelled eggs and egg yolks (except 
sweetened). 

8. Japan.—None significant to agriculture. 

9. Malaya.—As of August 1, 1959, Malaya permitted the direct importation of 
all commodities from the dollar area and dollar area commodities are now 
imported on the same basis as commodities from OEEKC countries, that is, most 
goods enter under open general license. 

10. Netherlands.—Eliminated all discrimination against the dollar area; 
trols still in effect apply equally to Western Europe. 

11. New Zealand.—None significant to agriculture. 

12. Norway.—Eliminated all discrimination against the dollar area; controls 
Still in effect apply equally to Western Europe. 

13. Rhodesia and Nyasaland.—Removed some 60 odd items from the prohibi- 
tive list including wheat; canned fruits and vegetables; canned soups; and cake 
mixes, 


con- 
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14. Sweden.—Leaf tobacco, smoking tobacco, and tobacco waste; and grape 
juice. 

15. United Kingdom.—Fresh, frozen, and canned vegetables; canned soups; 
nuts; cheese; eggs; honey; meat (other than pig meat) ; canned poultry; fresh 
oranges, lemons, and tangerines; fruit juices (other than grapefruit and 
orange); and dried fruit. . 


EXAMPLES OF AGRICULTURAL Propucts StTrmLt UNDER CONTROL BY OUR Morg 
IMPORTANT TRADING PARTNERS AS OF JANUARY 31, 1960 


(Listed here are items of principal interest to U.S. agriculture) 


1. Austria—Wheat, corn, and barley (state monopoly control) ; tobacco (state 
monopoly) ; poultry meat, and variety meats. 

2. Australia.—Soybean oil, peanut oil, hops, and canned fruits and veg 
tables. 

3. Belgium.—Some 50-odd agricultural items make up the products included 
in a waiver granted in 1955 to Belgium in the GATT on which import controls 
are permitted under the terms of the waiver which is scheduled to expire De 
cember 31, 1962. Items of trade interest to the United States are: wheat, fresh 
or chilled beef or pork, eggs, leguminous vegetables, hops, lard, and fresh apples 
and pears (seasonal restrictions). Feed grains (variable import fees). 

4. Denmark.—Variety meats and meat extracts, canned fruits and vegetables, 
fruit juices, and wheat, apples and pears. 

5. France.—All grains (state monopoly control) ; tobacco (state monopoly 
control) ; oilseeds and seed oils (state monopoly control); poultry meat, pork 
meat, lard, fresh apples and pears, winter oranges, frozen fruit, canned fruits, 
orange juice, dried fruits, and canned asparagus. 

6. West Germany.—Under the decision agreed upon at the 14th session of 
GATT, May 1959, some 150-odd agricultural items are to be liberalized during 
the period ending July 1, 1962. Of principal interest to U.S. agriculture are: 
soft cheese, leguminous grass seeds, frozen fruits and vegetables, and poultry 
meat. 

Some 100- to 200-odd agricultural items are not scheduled for liberalization 
under the above-mentioned decision. Of principal interest to United States are: 

Under the marketing laws with unlimited global tenders: Rice, tallow, and 
meat extracts and meat juices. 

Imports controlled but not subject to the marketing laws: Fresh apples and 
pears, canned fruit. 

Under the marketing laws negative list: Wheat, corn, oats, barley, rye, grain 
flours, seed oils, fresh chilled or frozen beef, veal, pork, and mutton; beef, veal, 
and pork and mutton in brine, salted, dried, or smoked; and edible offals. 

7. Italy.—Wheat (state monopoly control) ; corn, oats, barley rye, meat prod 
ucts, variety meats, seed oils and oilseeds, canned fruits and dried fruit (ex 
cept prunes), and poultry meat. 

8. Japan.—Lard, tallow, soybeans, raisins, hides and skins, cotton, wheat, 
rice, barley, and tobacco (state monopoly). 

9. Netherlands.—Fresh apples and pears (seasonal restriction) and wheat. 

10. New Zealand.—Hops, tomato, lemon, and grapefruit juices unsweetened in 
bulk; citrus fruit pulp, dried apples, lemon, and nuts in retail packages. 

11. Norway.—All grains (state monopoly control) ; canned fruit cocktail and 
tomato juice, fresh apples and pears (seasonal restrictions). 

12. Sweden.—All grains (minimum price below which imports may be pro 
hibited) ; frozen beef, poultry meat, cheese, honey, canned meat, and apples and 
pears. 

13. United Kingdom.—Pork products (now under quota); and the following 
fruit products still under quota: fresh apples and pears, canned fruit, grapefruit, 
grapefruit juice, and orange juice. 
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U.S. exports of selected agricultural commodities average fiscal years 1957-59 
compared with 1956-58 average domestic production 


—_— SC er OST OOO ee 


Commodity Exports Production — - 
expor' 


Million Million Percent 
Rice (rough basis) | Be 25. 45.6 56 
Cotton f 5. 11, 
Wheat (including flour) S 464. 1, 139. 
Hops 17. 42. ; 
Inedible tallow and greases__.- : 1, 282. 3, 337, 
Soybeans (including equivalent of oil) - s 170. 504. 
Dry peas Bag. 1, 3. 
Tobacco (farm sales weight) Pound 545. 1, 667. 
Dried prunes | <ooae 102. 307. 
Barley (grain and malt) | Bushel 90. 430. 
i Pound 72 366. 
475. 2, 593. 0 
6. 37. & 
y Bag 3. 17.3 | 
fe IS 8. ccc caemndacseceendensancseRie | Bushel § 460. 
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STATEMENT 


In certain instances we have provided funds for market development projects 
in countries which restrict the entry of our agricultural commodities. Such 
projects have been undertaken when it appeared that potential consumption 
existed and where the work undertaken gave promise of reducing barriers and 
restrictions. In other words, promotional activities are undertaken in countries 
where our products are admitted without restriction or where we believe that 
the creation of additional demand will result in the admission of additional 
quantities to meet such demand. 


Mr. Horan. I know that the date that you have mentioned, along 
early in the 1950’s, that the tobacco people were very much interested 
in this matter of foreign trade promotion. 

That is all, Mr. Chairman. 

Mr. Wurrren. Mr. Michel. 


COMPARISON OF DOLLAR SALES WITH OTHER DISPOSALS 


Mr. Micurt. Mr. Miller, on page 2 of your testimony you talk 
about this year’s expected exports ‘of 4.2 billion and dollar sales ac- 
counting for 2.9 billion. So there is 1.3 billion that are sold for what? 

Mr. Minter. Soft currencies under Public Law 480 plus gifts under 
titles 2 and 3, and then some barter will be in there, also. 

Mr. Micuen. Could we have for the record a definite breakdown 
of exactly how that stacks up ? 

Mr. Miuuer. Yes. 

Mr. Micuer. To my mind the only real valid trade is what we do 
in dollars. One of the things the Secretary of the Treasury is con- 
cerned about as we are concerned is the loss of dollars and the loss 
of gold exchange. 

Mr. MILLER. WwW e will be glad to break that down. 

Mr. Micuern. At least give us what you have got, the latest figures. 
I would be interested in them. 
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(The information requested is as follows :) 


Exports of U.S. farm products under specified Government-financed programs com- 
pared with total exports of U.S. farm products, fiscal year 1960, estimated 


Programs Value 


Miilions 
Total exports--.- $4, 200 

Total exports outside spe cified Government prog rams ! 2, 945 

Total exports under specified Government programs 


Exports under Government programs: 
Public Law 480: 
Title I, sales for local currency. 
Title II, disaster relief... _- 
Barter 
Donations 


Total Public Law 480___- 
Mutual Security, sec. 402, sales for local currence y and economic aid 


Total exports under specified Government-financed programs 





1 Exports ‘‘ outside specified Government programs” include, in addition to unassisted commercial trans- 
actions, shipments of some commodities with governmental assistance in the form of (1) short term credits, 
(2) sales of Government-owned commodities at less than domestic market prices, and (3) export payments-in- 
cash or in kind. 


Mr. Micneu. Then, in the next paragraph, one-third of our dollar 
sales were subsidized. Subsidized with what? 

Mr. Mitzter. We pay an export subsidy on many items to make up 
the difference between the domestic sales price and the world price of 
that particular commodity. For instance, cotton is one. 

Mr. Wurrren. Would the gentleman allow me to interrupt there! 
This is an old argument, but ‘if he would permit me, I would like to 
make this statement. 

The world price is the controlling price. When we produce some- 
thing and sell it as all other countries do for what it will bring, I 
personally don’t call that subsidizing the exporters. 

We are subsidizing the American farmer in our price support pro- 
gram, there is no question about it, but when we sell in the world 
market for what it will bring, I don’t agree that we are subsidizing 
exports. 

The law contemplates we will sell for what commodities will bring 
that is what we are doing. ‘The subsidy is in the price support we 
give our own people. It is made necessary by other laws. 

Mr. Micuer. That is true, but it seems to me we are only kidding 
ourselves when we try and call it anything else, but when we get out- 
side the realm of supply and demand and if we can’t produce i in this 
country at a competitive price then we have got to subsidize it on the 
other end when we sell it. 

Just to clear up in my own mind this matter of our selling competi- 
tively. If it means cutting down the amount that we have stored up 
around the country in these tin cans I am all for getting rid of it be- 

ne we have roughly $400 million in storage c _ alone. 

I don’t know to what extent or how m: ny years we would have to 
subs ye foreign sales to be competitive but I sak cannot in my own 
mind shove it aside and say that we do not have a problem here. It 
is not easy to compete in this day and age with foreign competition 
the way it is and the high cost of production what it is in our country. 

Mr. Wuirren. Going back to the matter, if you will permit me 
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again, you have always got to offer your commodities competitively in 
the world market or you do not sell them. 

Mr. Micnen. Granted. 

Mr. Wuirren. We will be required to sell competitively from now 
on. If you have other laws that create losses to the Government, it 
will be in connection with those laws. But you never will sell if you 
do not make prices competitive. Congress has alwe ays recognized and 
authorized competitive sales. If left to me.our price supports would 
be based on the world price. I want to add that whatever price sup- 
port we have should be based on the world price, plus higher costs of 
American production. We should make a clear distinction that the 
additional amount is to offset high American costs, to stop this 
argument. 

Under this system, foreign countries could not make the charge they 
now make that we are subsidizing exports. ‘To me we are not subsi- 
dizing exports at all. As long as we sell competitively, it is what other 
countries do. All the argument, to me, that exists is what should you 
do for our American farmers. 

I have my views and others have theirs, but whoever handles it has 
got to keep the commodities moving competitively in world trade. 


COMMODITIES EXPORTED AT COMPETITIVE PRICES 


Mr. Horan. I don’t think it would be any harm in having a list of 
our subsidy programs. If you will permit—Do you still have a sub- 
sidy program on the exporting of apples and pears? 

Mr. O’Leary. No. 

Mr. Miuier. I have a list of them here. 

Mr. Horan. That has not been in existence for years now but we 
did at one time. 

Mr. Wurrren. May I ask in connection with that list, which we will 
be glad to have, is that it shows what is essential to offer our commodi- 
tiles competitively. You have not tried to undersell ? 

Mr. Mitier. No, sir. 

And this, as you say, Mr. Chairman, is the amount of money that 
makes up the difference between the common world price and the price 
at which we are supporting the agricultural production of the United 
States. I will be glad to submit that for the record. 

Mr. Wuirren. We shall be glad to have that in the record. 
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(The information requested is as follows :) 


Estimate of reduction below domestic en prices on dollar exports, July—June 
1958-849 





































| 

Commodity Unit Quantity ! | Estimated | Estimated 

unit rate 2 cost 

Million 
Thousands | Dollars dollars 

S| eR Ae STS eee eet IIL chon cxctboeea 90, 772 0. 50 45.4 
NE IN a a ge | re tne ibee | Hundredweigt ‘ 18, 930 1. 75 33.1 
Rete tatiast ernosedaabebsesaseeuaccssce! MU ccauwseneccac 3, 273 . 307 1.0 
Rate eA sre Bee ene i bee biens desde 144, 633 -115 16.6 
Sen oh a DS ae | 3 70, 209 .191 13.4 
ee Ee EP BS ye Ocenia G6... coteenbeed 26, 728 .121 3.2 
I ee 3 a do. 89,901 | . 146 13.1 
I UU sa Sl Ns 9 a es | Hundredweicht. 42, 592 | 2.75 7.1 
RN FEE to ck Sek De oe hie e a ae ees | Running bale. =i 1,272 | 30. 00 38.2 
a POONA. ccsusaccos | 11, 886 | . 108 1.3 
Baie Waite Wty. cent Ra W6is ask | 832,196 | . 083 27 
OS eee a a OE and Le 2, 350 | . 125 3 
SI a el a SO er Re eas 1, 303 | . 187 a 
Butter oil, anhydrous milk fat, and ghee_____-- a ea ne De 6772 | . 234 2 

PMG: CSW BUNUIG. — — oon eee cnc cene _.| Hundredweight.--| 95 | . 50 (1) 
Titel BRHSIAY. 5 icedcsccobs ei cake | 175.8 








1 From attachment No. T, column headed “‘ Estimate of commercial exports with Government assistance.” 

2 Estimate of difference between domestic market price and CCC sales price or average of payments in 
cash or in kind. Furnished by CCC commodity specialists or worked up in consultation with such 
specialists. 

3 $0.341 per hundredweight. 

4 Export bale averaging 500 pounds net by $0.06 per pound. 

6 Average rate on CCC commercial sales for dollars and concessional sales to foreign he eae eee 

* Estimated unit rate for butter, $0.187 per pound, converted to rate for butter oil (by 1.25) 
7 Less than $50,000. 
















PUBLIC LAW 





480 EXPORTS 
Mr. Micuerx. Mr, Miller, on page 9 of your testimony you say that 
in the last fiscal year Public Law 480 accounted for 20 percent of our 
agricultural exports. 











For some commodities the volume moving under Public Law 480 was es 
pecially import: int, wheat, 64 percent; cotton 33; rice 49; cottonseed and soy- 


bean oil, 73 percent. 

These are percentages of what ? 

Mr. Miter. These are percentages of the total movement of wheat 
going out of the United States. 

Mr. Micuen. Sixty-four percent of the total wheat being exported 
goes out under Public Law 480? 

Mr. Miter. That is correct, sir; under one of the three titles of 
Public Law 480. 

Mr. Micuext. And 33 percent of the cotton goes out under 480? 

Mr. Miiuer. That is correct, sir. 

Mr. Micue.. Forty-nine percent of the rice. 

Now, on this cottonseed and soybean oil, can you break those two 
down? As I recall the figures of our soybean export to Japan alone 
this year is a hundred million dollars worth purchased with dollars. 

Mr. Mixer. That is correct, sir; which to my mind was a highly 
significant figure and those are the kind of sales we are trying to 
make. That is a ver y good area we are selling soybeans in and we 
are proud of that. 

Mr. Micuret. Would you by the way supply for the record the 


percentage of soybean export that would come under Public Law 
480? 
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Mr. O’Leary. None. 

Mr. Micuet. None? That clarifies that in my own mind because 
I was very favorably impressed by what I heard over there in Japan 
and your figures here did not quite jibe, but now I see it is earmarked 
strictly for oil. ‘ 

ATTACHES IN POLAND AND RUMANIA 


Now on page 10 where you are talking about the establishment of 
two new agricultural attachés in Poland and Rumania: Knowing of 
the agricultural economies of those countries and probably their reluc- 
tance to buy anything from us, I would gather that, if we approve 
your establishing these two attachés that we could not expect within 
the reasonable future to get an increased amount of our agricultural 
surpluses sold in those countries. 

Mr. Mruuer. I don’t know that we are going to get a great volume 
of agricultural products sold for dollars in those two countries. 

Poland offers a better opportunity, I think, than does Rumania at 
the present time. ‘These are not only for the purpose of market de- 
velopment as you recognize, Mr. Michel, but also—— 

Mr. Micuer. Here again it would be certainly not dollar sales that 
we could expect. 

Mr. Miuter. We are in hopes Poland’s economy will improve to 
where it will result in some dollar sales eventually but not in the 
immediate future. 

Mr. Micuen. Would those two spots be more important to us from 
the standpoint of what we can learn about the overall picture of 
agriculture in that area ? 

Mr. Miter. I think that is a correct assumption in that area. The 
competition that they offer, as we mentioned a moment ago in the 
text, Rumania is currently in a position to export a great quantity of 
feed grains, corn, into the Middle East or the Far Eastern European 
market. 

ROTATION OF ATTACHES 


Mr. Micuex. One final question on the matter of agricultural 
attachés. 

What is the Department’s policy with respect to rotation of these 
attachés ? 

Mr. Mitter. Dr. Myers would answer that. 

Mr. Micuer. Well, either rotation between posts abroad or rotation 
back here to the States to get re-Americanized. 

Mr. Myers. We definitely do operate a rotation system. It is not 
a precise mathematical thing. For most of our posts we expect the 
man to stay out in that post 4 years with one home leave in the middle 
of that period. For some of the hardship posts we ask for only 2 
years at a place unless he wishes to go back. 

Mr. Micuet. In that 4-year stretch, what is the period of home 
leave ? 

Mr. Myers. Approximately 2 months. 

Then, we plan to keep a satisfactory man out for a second post. A 
typical example would be a maximum of 4 years at one post, 4 years 
at another, then rotate him back to work in Washington for 2 or 3 
years to become familiar again with American agriculture and what 
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we need and if he is one of those who is really a career attaché he— Vy 
goes out again. . oir 

We have a few whom we would put out for one period of 2 or4B y 
years so that they can better perform their duties here but who might Fy 
not be considered in the regular rotation. 

Doing this effectively hinges on getting some legislation which is} jf 
before Congress to permit us to detail attachés to work in the United Bj 
States. This is now authorized for the foreign service of the State 
Department. 

We are working on that, and I will be glad to explain it further if Fe 
needed. . 

We are trying very hard to make our policy effective in order that 
our attachés will do the best work possible and at the same time keep |} 
informed on what is happening in the home country. 


Mr. Micuen. As Mr. Anderson indicated, we went over to the Far 
East this past fall, and it was my first subjection to the actual work- 
ings of these agricultural attachés in the field and what their jobs 
and responsibilities actually are. 

On the whole I was impressed. I would say that in several in- 
stances, I got the general feeling and appreciating that the longer 
an individual is in one « ‘ountry the more he knows about. that one coun- 
try and the individuals with whom he must work, but I also could not 
get out of my mind the feeling that once one stays away from the 
shores of the United States over a prolonged period he tends to relax 
a bit as to what the people actually at home are concerned about and 
desire and probably he himself is not as aggressive in moving fora 
U.S. advantage rather than the United States coming so easily to the 
desires of those people with whom he must work every day in the 
Foreign Service, 

Mr. Myers. I would like to ask, Mr. Chairman, permission to ask 
if Mr. Tetro has any comment to make on this subject. 

Mr. Trerro. I would not add anything to what was said, although 
the problem that was raised by Mr. Michel is quite obvious. We try 
to visit with these people ourselves at least once a year to understand 
how well they understand U.S. problems and how well they are doing 
at the post. 

This will vary entirely by individuals. Perhaps what you are say- 
ing is that after they become well acquainted with the country they 
see the other countries’ point of view too fast. 

Mr. Micnen. I can appreciate there is a problem there, but I 
also—— 

Mr. Horan. I would like to make a comment there. I think the 
record is pretty good, though, on a lot of your commodity specialists 
during the thirties before we ch: inged the Foreign Agricultural Serv: 
ice to the Foreign Agricultural Relations, fellows like Fred Motz and 
Tobacco Specialist “Barnyard” Gibbs and a few others who have 
helped make the history of this organization. 

They didn’t lose the interest of their commodity producers at home. 
Of course, part of the program was to bring them home periodically 
so they can report to the industries of the United States. 

I think in doing that they did not lose their perspective ; they had 
some idea what was going on here. 

Mr. Trerro. We still try to get them out not only to their home for 
home leave but to meet with industry groups while they are here. 
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Where necessary, we authorize travel to parts of this country where 
ee which have export interests are located. Also, in recent 

vars, there has been an increasing number of U.S. industry people 
Sa itinerthean at their posts. 

Mr. Micuet. Lest I be misunderstood for the record I want to make 
it clear that [ was much more favorably impressed than unfavorably 
impressed on the trip. 

Mr. Horan. I think your criticism was valid. 

Mr. Micuen. On the whole, I think it does not hurt to have that 
ever-present reminder that their first responsibility is to the United 
States. 

Mr. Horan. I think it only fair since the matter has been raised, 

Mr. Chairman, to point out that in the case of wheat that 64 percent 
figure we used did not include International Wheat Agreement wheat 
which is also subsidized. 

I think it serves to point up the very real problem we have with 
American wheat and one that has so disturbed the wheatgrowers I 
have the pleasure to represent that they are actually participating and 
cooperating in an attempt to move some of this wheat. into consump- 
tion and I think the record ought to reflect that they are disturbed 
about this thing, too. 

Mr. Mitier. Mr. Chairman, could we go off the record a moment ? 

Mr. Wuitren. Off the record. 

(Discussion off the record.) 

Mr. Wuitren. On the record. 


WORLDWIDE AGRICULTURAL STATISTICS 


May I say for the record that we have stressed this marketing, be- 
cause that is the primary purpose, I think, of your organization. 

Now, marketing is partially pushing the American commodities. I 
am gle 1d to see you are changing your attitude. At the same time, I 
recognize there are many more aspects of it, one of which is to keep 
the American producers and the American trade aware of worldwide 
developments in agriculture from a competitive standpoint, from a 
crop forecast standpoint, and from the standpoint of future develop- 
ments. 

A few years ago we recognized that, in this period through which 
We are going, there is a nec essity to have westside statistics almost 
as much as those for the United States. We asked you to do some 
work toward making as much of that work available as you could. 

What have you suc cceeded in doing along that line, Mr. Myers? 

Mr. Myers. We have been increasing this activity. Several of the 
new posts in recent years have been with this primarily in mind, for 
example, Hong Kong. I am going to ask Mr. Burmeister to speak 
to it in a moment and Mr. 0° Leary. We have been putting out 
an increased volume of statistical and descriptive material to Ameri- 

can trade by countries by commodities and as a relative newcomer to 
it I will say I am very proud of what these people are doing. 

Mr. Wuirren. I have seen some fine examples of it myself. I will 
be glad to have the story for the record. 

Mr. Myers. I would like to ask both Mr. Burmeister and Mr. 
O’Leary to speak to this increased reporting of worldwide statistics 
and information on agriculture. 
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Mr. Burmeister. We have now organized the worldwide reporting 
of crop production and animal numbers and production on a monthly 
basis. ‘That doesn’t mean that we get out every crop every month. It 
is the crop in season that is timely. We have tried to organize this 
reporting on the basis of worldwide production, acreage, yield, o 
animal numbers and the production of livestock products. 

Mr. Wuitren. What has been the reaction of the trade? 

Mr. Burmeister. It has been received very well. I fact, the whole 
world is accepting these reports as the final or most accurate. For 
instance, under the international coffee agreement the coffee pro- 
ducers use our estimates cf coffee production as the facts upon which 
to base the quotas in their pbthimprthconn up. 

Mr. Wurrren. The first time. you miss it you are going to want some 
more money to improve your technique of reporting. 

Mr. Burmeister. We haven’t asked for it yet, but our estimate 
are becoming known throughout the world as the best estimates on 
agricultural production. 

Mr. Wuirren. I am glad to hear that, and to have seen some of the 
examples. I further think that it will help the agricultural attaché 
service in this regard. If your agricultural attaché is taxed with the 
“Apne m of making accurate reports, that, of necessity, causes him to 
get a broader contact and a broader experience in the field. I think 
that this will lead to still further improvement in your overall service, 

Mr. Burmersrer. May I say one other thing? We put out a calen- 
dar at the beginning of the year to show when each one of these reports 
will be released and they are released on that particular day, very 
much similar to what they have been doing in the crop- reporting 
service in the United Sts ites, and I think we cover practically every 
important commercial agricultural commodity that is produced in the 
world. 

Mr. Wurrren. You haven’t reached the point where you lock your 
folks up and slip a note under the door and feed them lunches through 
the window? 

Mr. Burmetster. No; we may have to come to that, because some 
of these reports are becoming rather sensitive. The trade is looking 
for them and we have to exercise more care all the time now. 

Mr. Wuirren. I am sure that that will be a factor as you go along 
I am sure the Congress can count on your adopting such regulations 
as circumstances may require as this develops. 

Mr. Myers. Mr. Chairman, could I go off the record a moment? 

Mr. Wuirten. Yes. 

(Discussion off the record. ) 

Mr. Wurrtren. On the record. 

Mr. Burmeister. In addition to these regular worldwide crop re: 
ports we get out circulars which are mimeographed on a particular 
commodity or country situation whenever we think it will be a timely 
report. Then at the end of the year we get out the world agricultural 
situation which discusses the whole agricultural problem around the 
world in the various countries. Mr. Minor is distributing there 4 
number of commodity reports which cover all aspects of production 
and trade of that particular commodity. 

Mr. Wutrren. Thank you, Mr. Burmeister. 
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U.S. USES OF PUBLIC LAW 480 FOREIGN CURRENCIES 


I notice that a compilation of the various appropriations that are 
requested for the purchase of foreign currencies in the 1961 budget 
totals $72,973,690. We have explained earlier what is involved in 
this, but since this is generated by Public Law 480, I think it would 
be well to have a breakdown as to what departments those funds may 
go to. 
~ (The requested information follows :) 


Proposed appropriations for purchase of foreign currencies under title I of 
Public Law 480: Fiscal year 1961 


Agency and item: Amount 
Library of Congress: Collection and distribution of library 

materials (special foreign currency program) _—___-__-_____~- * $2, 666, 200 
Ntaional Science Foundation: Salaries and expenses (special 

foreien, cgrrenty. Groene) = 5 ook eo ee ee 1, 600, 000 


U.S. Information Agency: Salaries and expenses (special for- 
Bint CUPTONRCY- TOMEI eo ee ee ree 3, 493, 180 
Department of Agriculture: 
Agricultural Research Service, salaries and expenses 


(special foreign currency program) ——__--..--___._____ 15, 131, 500 
Foreign Agricultural Service, salaries and expenses 
(special foreign currency program) -—~~--______________ 14, 621, 800 


Department of Commerce: National Bureau of Standards, re- 
search and technical services (special foreign currency pro- 
IN ia ce etter. rls ets oe. Bol lle: b Sibsciiedsusediaoeaaes 5, 000, 000 
Department of Defense: 
Military construction, Army (special foreign currency 
I a se ea Sec Stet ee ee es 2, 000, 000 
Military construction, Navy (special foreign currency 
RE RN deck lin mesa A Bee hc pe ae See 3, 000, 000 
Military construction, Air Force (special foreign currency 
BD a Es a Pet eel ee eh Reale 4, 000, 000 
Department of Health, Education, and Welfare: 
Office of Vocational Rehabilitation, research and training 
(special foreign currency program)_____________ ple 930, 000 
Public Health Service, scientific activities overseas (special 
foreign currency program) =~ 8 607,000 
Social Security Administration, cooperative research or 
demonstration projects in social security (special foreign 
CURCCIIOT DOOR MIE tk lt a ee eaktoeeeie. 25, 650 
Office of Education, salaries and expenses (special foreign 
currency program) _—___- Sasa Sh sli babacseati ee ele ee Saas: 30, 750 
Department of the Interior: Bureau of Reclamation, general 
investigations (special foreign currency program )______~_- 4, 957, 000 
Department of State: 
Acquisition, operation, and maintenance of buildings abroad 
(special foreign currency program) —_ pens a 4, 850, 000 
International educational exchange activities (special for- 
eign currency program) —.............__- EP 


AN ob ee ee S13 bee 72, 973, 690 


* — me fe, 


_ The total appropriation requested under this heading is $2,811,400: of this amount 
$2,666,200 is for purchase of foreign currencies and $145,200 is for U.S. dollar support 


costs, 
AGRICULTURAL AND HORTICULTURAL EXHIBITIONS 
Mr. Warrren. Would you briefly tell us what your experience has 
been with the fairs you have had up to now? 
Mr. Myers. Sir, this is 104(m) and it is not trade fairs. This is 
the special provision for agricultural and horticultural exhibitions 


52635—60—pt. 2——_19 





and under that there has been only 1 year’s experience. We received 
requests to help with one large exhibition, the agricultural fair in 
India, and two smaller ventures, the International Flower Show in 
Rotterdam and a small help on the Green Week in Berlin. The fair in 
India is just ending after a very successful run. Mr. Miller can say 
more about that because he helped open it. i 

The flower show in Rotterdam will run about 6 months and will 
open, I believe, in late March. The Green Week in Berlin has ended, 
None of these were strictly market development ventures. 

In the case of the one in India we also put in some market develop: 
ment money because it had some market development aspects, but 
these are distinct from the trade fairs for which 104(a) money is 
ordinarily used; they are meant to be general agricultural exhibitions, 

We have put in a request for an amount rather than wait to make a 
supplemental request as we had to do last year although we do not yet 
have a decision as to which fairs may be involved. “One or two Te- 
quests are pending. There may be none in which case it won’t be used, 
but we think there will be two or three of these fairs. 

Mr. Wuirren. The million dollars that you request would be ap- 
propriated and then given to Commodity Credit Corporation. We 
are speaking about foreign currencies which our Treasury already 
has and this is a bookkeeping transaction as to what use might be 
made. 

Mr. Minor. Yes, these would be mostly currencies in the excess 
countries rather than competing with the fund for market. develop- 
ment. 

DEFINITION OF EXCESS CURRENCIES 


Mr. Wurrren. I meant to ask you earlier, Mr. Minor, what you 
meant by excess? Does that mean where the supply of currencies on 
hand are in excess of that which might be required to run our em- 
bassies and some of our other activities ? 

Mr. Minor. To run all of the normal U.S. operations in the country. 

Mr. Wurrren. So, these currencies Sea go to meeting ex- 
penses that we definitely have, and it is only when you have cur- 
rencies in excess of that normal cost in that area that they become 
available to you? 

Mr. Minor. In these excess countries. 

Mr. Wuirren. Are there any further questions ? 


EMPLOYMENT OF PERSONNEL 


Mr. Horan. Mr. Chairman, as long as you are on that subject I was 
hoping you would develop it. I erhaps you have. You have quite an 
ambitious program here. I am not criticizing that, with the foreign 
currencies and for salaries and expenses it says. I will address this 
to you, Mr. Minor, because you have had perhaps more exper lence in 
this field than a lot of people i in Washington, D.C., you are going to 
hire people under that program, aren’t you? 

Mr. Mrxor. The additional funds that we are requesting are for 15 
people total, 6 of them would be a man, and a secretary, in each of the 
3, attaché posts, and 9 others, 4 in trade fairs, 3 in the east European 


branch and a couple in trade agreements. 





ir in 
1 say 


you 
$ on 
em- 


try. 
ex- 
>ur- 
me 


Mr. Horan. This disturbed me a little bit, Mr. Chairman. I ap- 
preciate this answer, too. Now, do I understand that that $14,621,800 
will only be—the only commitments by way of the civil service obliga- 
tions will be 15 pe ople Y 

Mr. Minor. That is not in that $14 million; that is in the $180,000 
increase. 

Mr. Horan. Then there is nothing that is going to embarrass us in 
the future with the expenditure of these currencies 4 

Mr. Minor. The foreign currency would be largely projects with co- 
operators. There would be some local assistants employed in the 
foreign countries to do market development work, but there would be 
no employment in the United States. 


AN NUALIZATION 


Mr. Horan. We aren’t making an obligation or commitment here 
and we are not going to have any annualization or any of that stuff? 

Mr. Minor. No; nor will there be annualization on the 15 positions 
in the U.S. because what we are asking for will cover those 15 on an 
annual basis. 

Mr. Horan. I just wanted to be sure because we might have been 
buying something we would have to live with in the future. 

Mr. Grant. Mr. Horan, I want to point out that the Foreign Agri- 
cultural Service has been employing local people in market develop- 
ment work. 

Mr. Horan. I heard about that. 

Mr. Grant. They are paid from this appropriation. In 1960, we 
estimate 74 average annual positions; and in 1961, we anticipate 31. 
The hiring of local people in 1961 will be a continuation of what we 
have been doing. 

Mr. Horan. I was aware of that and it does not create too much of 
aproblem. It looked to me like a lot of money and then you have the 
words “salaries and expenses” connected with it, and we have seen 
some of those things happen before; I just wanted to have it straight, 
Mr. Chairman. 

Mr. Grant. That title is one that the Budget Bureau has prescribed 
for use throughout the budget for these special foreign currency ap- 
propriations. It is simply a uniform designation for all of these pro- 
grams. The funds can be used for salaries and other expenses. 

Mr. Horan. Just so we have it straight. That is all, Mr. Chairman. 

Mr. Minor. Mr. Chairman, I have two questions I would like to 
raise. 

Mr. Wuirren. Yes. 

Mr. Minor. We have up-to-date statements by commodities that 
you have previously included in your record. We have them if you 
Wish them. We also have the financial condition of the foreign coun- 
tries, the state of the exchange convertibility which we have provided 
at your request, the developments in the trade agreements field, and 
the up-to-date situation on import controls for your information if 
you wish to use them. 

Mr. Wuitren. You might check this and see how mueh additional 
information would be required from the other statements and just 
add it here, but I think it well for this to go into the record. We are 
making something of a voluminous rec ord but, on the other hand. we 
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are spending a lot of money to make this information available and 
I expect it will be just as well if we include it in the record. 
(‘The information referred to is as follows :) 


FINANCIAL CONDITIONS OF ForEIGN COUNTRIES AND STATUS OF EXCHANGE 
CONVERTIBILITY AND TRADE LIBERALIZATION, YEAR 1959 


Estimated gold and dollar assets (public and private) of foreign countries! 
amounted to a record $36.3 billion on September 30, 1959. This increased by 
$876 million assets in the third quarter (July to September), for a total gain 
of $2.8 billion in the first 9 months of 1959. These gains would have been 
larger except that many foreign countries made gold transfers to the Interna- 
tional Monetary Fund (IMF) to meet their recently enlarged quotas. In spite 
of this the gain of foreign-held gold and dollar assets is the largest on record, 
istimated on an annual rate basis, this gain indicates a yearly increase of nearly 
$4 billion. 

All areas gained during 1959 except Latin America, where losses by Venezuela 
and Cuba more than offset gains by many of the other Republics. As in other 
recent periods, the bulk of the total increase was in the industrialized countries 
of Western Europe and in Canada and Japan, where continued growth of assets 
reflected relatively stable price levels and expanding exports. 

There appears to have been a reversal in the downward movement of foreign 
exchange holdings in the nonindustrialized countries, excluding some Latin 
American Republics. Increased demand in the industrial countries and a better 
supply position of primary commodities increased the earnings of the nonindus- 
trialized countries. Reduced import expenditures also contributed to the im- 


provement. 
Growth of gold and dollar assets of indicated areas 


[In millions of U.S. dollars] 





Dec. 31, 1949 Dee. 31, 1958 | Sept. 30, 1959 


17, 868 | 19, 494 
5,131 | 5, 465 
3,438 | 3, 734 
4,123 | 4, 077 
2, 644 | 3, 198 

338 376 


33, 542 36, 339 


Continental western Europe -- 
Sterling area 

Canada 

Latin America 

Asia... 

All other 


Total, foreign countries - - 





Country highlights 

Developments in a number of countries in the first 9 months of 1959 are 
of special interest because of the magnitude of the changes or because these 
countries are important markets for U.S. agricultural products. 

In the industrialized sector, France and Italy made the most notable gains 
in their gold and dollar holdings—$931 million and $750 million, respectively. 
Italy’s reserves are now the third largest foreign holdings, surpassing those of 
Switzerland. The Netherlands also continued to gain gold and dollar assets, 
which reached a new high of $1.7 billion. Austria, Sweden, and Switzerland 
all made lesser gains. West Germany had a decline of $357 million, due mainly 
to an outflow of capital. Its trade surplus continued, but at a lesser rate 
than in 1958. Belgium’s gold and dollar holdings dropped $37 million, but total 
holdings of almost $1.5 billion are more than adequate to absorb losses of this 
size. 

Japan, the only industrialized country in Asia, maintained its balance-of- 
payments surplus and raised its holdings to $1.4 billion, a record high. 

Canada’s trade deficit widened as a result of rapidly expanding imports. This 
adverse trade balance was more than offset, however, by an inflow of both short- 
and long-term capital. Consequently, Canada’s gold and dollar holdings increased 
$197 million. 

The United Kingdom increased its holdings $303 million and during the same 
period greatly reduced its indebtedness to the International Monetary Fund 


(IMF) and the United States. 


1 Excludes U.S.S.R. and other Soviet bloc countries. 
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In the newly developing sector, Venezuela and Cuba suffered the largest 
declines in their gold and dollar assets. In general, most of the other countries 
either stabilized the level of their assets or managed to show some modest 
gains. 

Foreign exchange restrictions and trade liberalization 

At the beginning of 1959, 14 West European countries * made their currencies 
convertible to nonresident earners. Fifteen other countries,’ mostly in the 
sterling or French frane area, also adjusted their exchange controls to the new 
conditions. Full formal convertibility, which would allow residents of any 
country to obtain any foreign money they want, is still the ultimate goal. 

Partial convertibility, plus the end of the so-called dollar shortage, ended 
the financial basis for maintaining discrimination against U.S. products. 

In this respect the IMF adopted a unanimous decision regarding discrimination 
for balance-of-payments reasons. It said in part: 

“Recent international financial developments have established an environment 
favorable to the elimination of discrimination for balance-of-payments reasons. 
Under these circumstances the Fund considers that there is no longer any balance- 
of-payments justification for discrimination by members whose current receipts 
are largely in external convertible currencies. However, the Fund recognizes 
that a reasonable amount of time may be needed to fully eliminate discrimination. 
jut this time should be short.” 

Many countries in 1959 removed some restrictions and eased discriminatory 
treatment of U.S. exports. Agricultural commodities have shared in this relaxa- 
tion of controls, although by no means to the extent of industrial materials and 
manufactured goods. The United Kingdom, for example, freed from import 
quotas such items as honey, meat (other than pork), canned poultry, fresh 
oranges, lemons, tangerines, dried fruits, and fruit juices (other than grapefruit 
and orange). Austria, among others, freed oilseeds; Australia, raw cotton; 
Sweden, leaf and smoking tobacco. 

In spite of recent progress in freeing payments and trade, important restric- 
tions remain, particularly against agricultural commodities. Many of these 
remaining controls were designed to protect domestic producers or, in many cases, 
have been imposed under discriminatory provisions of bilateral trade agreement. 
Most of the underdeveloped countries are still experiencing foreign exchange 
shortages and consequently continue to impose restrictions on their trade. 


1 





IMPORT CONTROL PROGRAM 


AUTHORITY 


Section 22 of the Agricultural Adjustment Act, as amended, authorizes the 
President to impose quotas or fees in addition to the basic import duties on the 
importation of commodities when he finds such importations render or tend to 
render ineffective or materially interfere with any price support or other pro- 
gram relating to agricultural commodities undertaken by the Department of Agri- 
culture. The additional fees may not exceed 50 percent ad valorem and the 
quotas proclaimed may not be less than 50 percent of the quantity imported 
during a previous representative period, as determined by the President. 

No trade agreement or other international agreement entered into at any time 
by the United States may be applied in a manner inconsistent with the require- 
ments of section 22. 

RESPONSIBILITIES 


1. Procedural.—Actions under section 22 are usually initiated in the Depart- 
ment of Agriculture. The Secretary of Agriculture, on his own initiative, or 
upon application of any interested person, conducts a preliminary investigation. 
If, on the basis of such investigation, he has reason to believe that any products 
are being or are practically certain to be imported under such conditions and in 
Such quantities as to render or tend to render ineffective or materially interfere 
with any program or operation of the Department, the Secretary so advises the 
—_—— 

* Austria, Belgium, Denmark, Finland, France, West Germany, Ireland, Italy, Luxem- 
bourg, Netherlands, Norway, Portugal, Sweden, and United Kingdom. Greece followed 
suitin May 1959. Switzerland’s currency was already convertible. 

_* Australia, Burma, Ceylon, Ghana, India, Jordan, Libya, Malaya, New Zealand, Pakistan, 
Sudan, Union of South Africa, Morocco, Tunisia, and Iraq. 
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President. If the President agrees there is reason for such belief, he directs the 
Tariff Commission to conduct an investigation including a public hearing, and to 
submit its findings and recommendations. The views of the Department of 
Agriculture and other interested parties may be presented at the public hearing, 
The President's decision, based on the findings und recommendations of the 
Tariff Commission, is final. 

During the fiscal year ending June 30, 1 nuvestigations and related studies 
were conducted on 14 commodities, including rye, extra long staple cotton, cotton 
textiles, peanuts, almonds, walnuts, swiss cheese, Edam and Gouda cheeses, 
Colby cheese, lemons, lamb and mutton, beef, honey, and broomcorn. Section 22 
cases were prepared for presentation before the U.S. Tariff Commission on 
almonds, rye, and extra long staple cotton. 

During the current fiscal year 1960 the Department has made or is making 
studies on possible section 22 action on cotton, cotton textiles, flaxseed and 
linseed oil, peanuts and peanut oil, tung oil and tung nuts, and certuin dairy 
products. The Department has, during the fiscal year 1960, appeared before 
the Tariff Commission for action under section 22 on almonds, and Edam and 
Gouda and Italian-type cheeses. The latter investigation, incidentally, was 
requested to relax established quotas, which the Secretary felt could be modified 
in the light of existing circumstances. 

2. Administrative —The Department of Agriculture’s responsibility under sec- 
tion 22 goes back to Presidential Proclamation No. 2489 of May 28, 1941, which 
established quotas on wheat and wheat flour. Recognizing these absolute quotas 
which, among other things, were deterimental to certain existing trade activities, 
the Department recommended certain relaxations which were accepted by the 
President under Presidential Proclamation No. 2550 of April 13, 1942. Since 
that date the Department has administered provisions under Presidential Procla- 
Ination No. 2550 by the issuance of special import permits for seed, seed wheat, 
wheat, and wheat flour for experimental purposes. Since 1942 imports of other 
grains, such as oats, rye, and barley, have been under the Department’s discre- 
tionary authority. Only rye, of these other grains, currently is under import 
control. 

As many as 538 import permits have been issued annually under this dis- 
cretionary authority of the Department. 

3. Licensing.—The Department of Agriculture administers the import quotas 
on specified dairy products (butter, dried whole milk, dried buttermilk, dvied 
cream, dried skim milk, malted milk, Cheddar cheese, Edam and Gouda cheeses, 
blue-mold cheese, Italian-type cheese made from cow’s milk, and cheeses proe- 
essed from or containing blue-mold or Chedder) through the issuance of import 
licenses. The import quotas for dairy products are under the instructions in 
Presidential Proclamations Nos. 3019 and 8025 and are prorated among eligible 
applicants. Licenses are issued, also by the limitations of Presidential Procla- 
mations Nos. 3019 and 3025, to eligible licensees three times a year. 

During fiscal year ending June 30, 1959, the Department issued 1,792 licenses 
for importation of the various cheeses subject to control, and 188 licenses 
for the other dairy products. The Department issued 313 authorizations for 
changes in ports of entry; authorized the transfer of country of origin in 482 
cases: received and processed 243 petitions for relief from hardship: received, 
audited, and posted against control records 2,600 import documents: prepared 
and sent 38 telegrams and 11 cables and wrote 1,206 letters. In addition, 318 
form letters were issued for clearance on port changes and 8&5 form letters were 
prepared on transfers in country of origin. 

In fiscal year 1960 (July 1, 1959, through January 31, 1960), 1,510 licenses 

) mports of cheese have been prepared and 204 issued for the other dairy 
products; 151 changes in ports of entry were approved; 298 transfers of country 
of origin were authorized; 126 petitions for relief from hardship were received 
and examined; 1,400 import forms audited and posted against control records, 
and 28 telegrams and 611 letters were handled. In addition, 151 form letters 
were issued for clearance on port changes and 59 form letters were prepared on 
transfers in country of origin. 


MAJOR DEVELOPMENTS IN TRADE AGREEMENTS FIELD 


The United States along with the other GATT participating countries have 
agreed to hold another general round (it will be the fifth) of tariff negotiations 
to begin in September 1960 in Geneva. Thus far approximately 25 countries 
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have indicated a desire to negotiate with the United States, including such im- 
portant trading countries as Canada, the United Kingdom, Japan, and the Com- 
mon Market countries—West Germany, France, Italy, and Benelux. Much em- 
phasis will be placed on the negotiations with the Common Market both with 
respect to compensatory adjustments in the common external tariffs and new 
concessions in these tariffs. 

In preparation for these tariff negotiations, data and analytical material on 
literally thousands of individual tariff items, including agricultural, are being 
assembled. The Department of Agriculture is working closely with other de- 
partments and agencies in the tremendous task of preparing acceptable and 
meaningful “request” and “offer” lists of tariff concessions. 

During 1959 the United States participated in multilateral consultations with 
15 member countries to the GATT. These countries, under special provisions 
of the Agreement, maintain import restrictions for balance-of-payments rea- 
sons. Shortly after these consultations a number of the countries were able to 
announce new liberalization steps, including some easing of restrictions for agri- 
cultural products. 

The remarkable economic advances in many sectors of the economy of the free 
world, the substantial increase in gold and foreign exchange reserves on the part 
of many countries and the action of 14 Western European countries to make 
their currency convertible on external account, prompted the U.S. delegation at 
the 14th session of GATT and again at the 15th session in the fall of 1959 to 
point out that financial justification no longer exists for discrimination against 
the dollar area and that all quantitative import restrictions, whether discrimi- 
natory or not, should be removed as rapidly as possible. A matter of major inter- 
est was the agreement reached at the 14th session regarding import restrictions 
maintained by Germany. A decision was adopted which takes note of a program 
of liberalization to be carried out by the Federal Republic and provides a period 
of 3 years for the German Government to work out the removal of remaining 
restrictions. 

At the 14th and 15th sessions of GATT the United States discussed bilaterally 
with certain countries maintaining import restrictions (Cambodia, Ceylon, 
France, the Netherlands, New Zealand, India, Pakistan, the United Kingdom, 
Australia, West Germany, Italy, Japan, Norway, Rhodesia, and Nyasaland) with 
a view of easing specific problems which have arisen in the U.S. trade with 
these countries. Among the agricultural commodities discussed in these con- 
versations were canned fruits, fresh fruits, oils and oilseeds, pork, tobacco, feed 
grains, poultry, tallow, and variety meats. These discussions permitted an 
extensive and frank exchange of views and some relaxation of existing restric- 
tions on specific goods were obtained. 

A committee has been set up by the GATT countries to evaluate the effects 
of nontariff protection upon international trade in agricultural products. Thus 
far the committee held consultations with and examined the agricultural poli- 
cies of the United Kingdom, the Netherlands, Australia, Switzerland, South 
Africa, Burma, Ceylon, Malaya, Rhodesia and Nyasaland, and Indonesia. In 
February 1960, the committee just recently completed its consultations with 
Austria, Chile, Finland, France, Italy, Japan, New Zealand, Norway, and the 
United States. 

On November 20, 1959, seven European countries—Austria, Denmark, Nor- 
way, Portugal, Sweden, Switzerland, and the United Kingdom—signed a conven- 
tion thereby forming the “European Free Trade Association.” The convention 
includes rules for the abolition of tariffs and quantitative restrictions between 
members for nonagricultural trade. The convention provides for the making of 
such special arrangements for agricultural and fish products as may be agreed 
upon between two or more member countries. 

During 1959 a number of important trading countries took significant steps 
toward eliminating restrictions against the dollar area for both industrial and 
agricultural commodities. Among some of the more important trading countries 
which liberalized to the dollar area on one or more agricultural commodities 
were the United Kingdom, West Germany, France, Sweden, Italy, and Norway. 
The United States benefited from the easing of import restrictions on tobacco, 
cotton, honey, fresh and canned vegetables, oranges, lemons, fruit juices, and 
eggs. Nevertheless, import controls, both discriminatory and otherwise, continue 
to be applied against agricultural commodities important in U.S. export trade. 
The Department of Agriculture, along with other agencies of the Government, 
is directing its efforts toward the complete elimination of discriminatory import 
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controls and a relaxation of import restrictions in general, but especially in the 
agricultural sector. 


COTTON 

World situation 

1959-60 is featured by larger supplies, trade, and consumption, along with 
greater stability of prices and competition among growths, compared with 
1958-59. World consumption of 47.1 million bales in 1959-60 is at another all- 
time high, up about 2.3 million from last season, and is slightly larger than 
world production of 46.8 million, also at a record high. World stocks, therefore, 
may be reduced, mostly in exporting countries, for the fourth consecutive year, 
World exports, in response to increased demand, could exceed 15.5 million bales, 
up 2.4 million bales from 1958-59 and the largest since 1956-57. Larger trade 
and strengthening prices reflect rising consumption, replenishment of cotton 
and textile stocks in some countries, and smaller foreign exportable supplies 
marketed early in the season and now nearly depleted. 
U.S. situation 


Production in 1959-60 of 14.7 million bales is 3.2 million above last year. 
Harvested acreage of 15.2 million acres is up 28 percent from 82-year low of 
last year, and yield of 465 pounds is only 1 pound below 1958 record. Con- 
sumption of 9 million bales is largest since 9.2 million for 1955-56, as prices of 
gray goods and mill margins are high, and ratio of stocks to unfilled orders is 
low. Exports will total at least 6 million bales in 1959-60, compared with last 
season’s low level of 2.8 million and the 23-year high of 7.6 million in 1956-57. 
Favorable influences include larger cotton consumption abroad, replenishment 
of cotton and textile stocks in some foreign importing countries, return of con- 
fidence in the market because of general price stability and closer competition 
among growths, and smaller foreign supplies nearly all of which are already 
committed. The current payment-in-kind export program rate is 8 cents a pound 
and through February 5, 1960, 5.6 million bales had been registered for export 
before August 1, 1960. Stocks likely will decline to about 8.5 million bales by 
August 1, 1960, compared with 8.9 million of a year earlier and the all-time 
high of 14.5 million in 1956. 


Outlook 


Prospects are good for a continuation of the improved world supply and de 
mand situation evident in the first half of 1959-60. The upward trend in cot 
ton consumption now taking place in the United States and abroad seems likely 
to continue as general economic conditions and foreign exchange positions im- 
prove and populations get larger. World production is also likely to continue 
to increase. Discontinuance of the U.S. soil bank acreage reserve, current 
legislation permitting larger plantings, and the upward trend in yields could 
mean larger U.S. production in 1960 and 1961. Foreign production which de 
clined in 1959-60 for the first time since World War II, probably will increase 
in 1960 and beyond but at a slower overall rate than in recent years. With 
increasing consumption and adequate supplies, the volume of world trade will 
depend in part on price stability and relationships, and market confidence. 
U.S. export registrations are likely to be at a much slower rate in the second 
half of 1959-60, since foreign importers have bought ahead heavily. Over the 
longer term, the outlook for U.S. exports is favorable as foreign consumption 
is expected to increase, and U.S. supplies apparently will be ample to meet the 
demand at relatively stable and competitive prices. Cotton’s position in world 
fiber markets hinges on relative prices of various fibers and success of research 
and promotion. 


Accomplishments in analysis and reporting, and competition 


Developments in world cotton stocks, acreage, production, trade, supply and 
demand, consumption, and price situations and in U.S. exports are analyzed and 
publications are issued regularly. World summaries are prepared regularly 
from reports received currently from attachés and officers stationed abroad, 
from trade firms, foreign governments, and other sources. These summaries 
are published and provide useful reference for FAS officials traveling abroad, 
for Members of Congress, for the U.S. cotton trade, for Public Law 480 and barter 
negotiations, and for news service inquiries. 

In addition to numerous verbal and informal written reports, the following 
publications and statements were prepared in calendar year 1959: 9 FAS circu- 
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lars; 224 articles in “Foreign Crops and Markets”; 1 FAS report; 3 articles for 
International Yearbook of the Cotton Trade Journal; and 1 Department position 
statement for Tariff Commission hearing. Price quotations of all growths of 
cotton moving in world trade are received weekly from five world markets. 
This information, along with market summaries, analyses, and consultant serv- 
ices, constitute the main market intelligence source for the CCC cotton export 
program. 

During fiscal year 1960, an on-the-spot investigation was made of interfiber 
competition in Japan. Reports were completed on interfiber competition in 
Western Europe, on cotton production developments in Africa, and on the cotton 
and cotton textile situation in Colombia. Work on reports growing out of on- 
the-spot studies of cotton in other South American countries is in process. 


Accomplishments in market development 

Since January 1956, cooperative market development programs have been 
initiated in 14 leading cotton-consuming countries of the world. These countries 
account for more than 75 percent of the total U.S. export market for cotton. 
The programs are expanding and gaining momentum, especially in those coun- 
tries where work has been underway for more than 1 year. The foreign industry 
cooperators working under the supervision of the Cotton Council International 
are doing an outstanding job of building general publicity programs and con- 
ducting consumer promotion activities that are gaining consumer acceptance of 
eotton products. Cotton is gaining in the high fashion apparel field as well 
as in everyday use. New cotton finishes, improved fabric constructions and 
designs and wash-and-wear properties are being presented to the consumer in 
foreign countries. The cotton promotion programs are concentrating on these 
new features with growing success. 

In the development of the cotton market development programs, major em- 
phasis has been placed on making it a continuous effort. Foreign industry groups 
are actually operating the programs and are paying half the costs. An im- 
mediate result of this approach has been the stimulation of greater interest in 
advertising and promotion by the entire textile trade, which can be many times 
the level of the cooperative programs. Responses of the Italian industry, for 
example, is typical. Five leading firms were honored last December for their 
outstanding contribution to cotton in Italy in 1958. Three of these five firms 
had never before done any cotton advertising. These three alone last year in- 
vested four times as much as the entire CCI-USDA program in Italy. In France, 
6 mills that have recently started promotion work are spending 10 times as 
much as the cooperator. Promotion by Japan’s “Big 10” cotton spinners has 
more than doubled since the program began. Their investment in advertising 
and promotion in Japan is eight times the annual level of the cooperative program 
there. 

Impressive gains were made in per capita consumption of cotton during 1956 
and 1957 where market promotion projects were operating. Because of the 
worldwide textile recession, there was some decline in consumer uses in 1958. 
However, it is to be noted that the decreases for cotton were in most instances 
proportionately smaller than for rayon. For example, in Austria, one of the 
heaviest rayon-consuming countries of the world, per capita cotton consumption 
actually increased about 7.5 percent in 1958 over 1957, while rayon declined 
by 23.5 percent. In France, per capita cotton consumption in 1958 declined 
8.2 percent as compared with 10.9 percent for rayon. In Germany, cotton 
went down 1.6 percent and rayon 10.7 percent. In Japan, where cotton has 
been showing strong gains since 1955, per capita consumption dropped 9.7 
percent below 1957. However, rayon fell off by 40 percent. These comparisons 
show that cotton generally fared far better than rayon during the 1958 
recession. 

The cotton promotion programs have not been in operation long enough to 
accurately measure their effects upon cotton consumption. However, the initial 
experience is very encouraging. There are good signs that the march of rayon 
staple fiber use has been slowed down. Cotton products are gaining in the 
consumer’s favor. The cooperating industry groups are expanding and intensi- 
fying their programs. Altogether, the evidence indicates that the promotion 
effort for cotton is getting increasing results. 


Plans 


It is planned to continue the publication of articles in “Foreign Crops and 
Markets,” regular circulars on world production, consumption, and trade, and 
such other material as time will permit. 
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Analysis of the cotton economies of Peru, Argentina, and Brazil will be 
completed and on-the-spot studies will be made in several Asian areas. A 
report also will be prepared on interfiber competition in Japan. ites 

Plans for fiscal year 1961 include studies of current cotton market conditions 
and prospects in the major importing countries of the world. The technical 
liaison program to keep foreign cotton importers and mills informed on the 
superior quality of U.S. cotton and the latest developments in fiber testing and 
processing technology will be continued. Work will be continued with the 
Cotton Council International on market promotion programs in 14 foreign 
countries. Cotton marketing specialists will also continue to provide informa- 
tion to both U.S. cotton exporters and foreign importers on cotton market condi- 
tions, export sales programs, and foreign government actions affecting the sale 


of American cotton. 
DAIRY AND POULTRY SITUATION 


World dairy situation 

World milk production in 1959 has been estimated at 660 billion pounds, down 
about 1 percent from the record level established in 1958. Output in most of 
the major producing countries was below last year, with the largest declines re- 
ported by France, the United Kingdom, Belgium, Ireland, and Sweden. Output 
in some West European countries was down because of the long summer drought 
which curtailed pasture growth and forage crops. Increased use of grain and 
supplements resulted in some recovery by year’s end, however. Output in the 
United States was down slightly, reflecting mainly the high prices for beef cattle 
relative to prices of milk and butterfat and a consequent reduction in cattle kept 
for milk production. 

Butter production in 1959 has been estimated at 10 billion pounds, down 2 
percent from 1958. Production was down sharply in such important producing 
countries as the United States and Canada, the Netherlands, and France. 
3utter consumption in Europe continued at a very high level through the first 
three quarters of 1959, but because of the sharp rise in prices, consumption in 
the final quarter was off sharply from the high level prevailing during 1958. 

Cheese production in 1959 was substantially the same as in 1958. Output in 
France and the United Kingdom was down sharply, but this decline was more 
than offset by substantial increases in Australia, Canada, Denmark, the Nether- 
lands, and Switzerland. Cheese prices generally, in 1959, were moderately above 
the very low levels which prevailed in 1958, but the price rise was not sufficient 
to materially impede consumption. 

Secause of a substantially larger output in the Netherlands, production of 
eanned milk in 1959 will be up slightly over 1958. Production was moderately 
higher in the United Kingdom and West Germany and held at about the 1958 
level in the United States. Output of dried milk was up again in 1959, especially 
of nonfat dry milk. World trade in dairy products in 1959 was only slightly 
below the postwar record year, 1958. The slight decline in 1959 was due mainly 
to a reduced volume of trade in butter resulting from the very sharp rise in 
prices on the London market, the principal world market for this product. 


U.S. situation 

Milk production in the United States in 1959 was down slightly for the second 
consecutive year. Production in 1959 has been placed at 124.3 billion pounds, 
down about 1 percent from the 125.2 billion pounds produced in 1958. Govern- 
ment purchases of dairy products for price support purposes in 1959 were at the 
lowest level in several years, and, by October, stocks of butter and nonfat dry 
milk in CCC inventory were exhausted. Cheese stocks were very nearly ex- 
hausted. Purchases of butter and nonfat dry milk for price support purposes 
were not resumed on any appreciable scale until January of 1960. 

With the improvement which took place in 1959 in the relation of milk prices 
to feed, and to the price of beef cattle, and expectations that price relationships 
will continue relatively favorable to dairying over the next several months. an 
upturn in milk production is in prospect for 1960. Prices to farmers for milk 
in 1960 will probably average slightly below those of 1959 when they were above 
the equivalent of support for an unusually long period. CCC purchases of dairy 
products, butter, cheese, and nonfat dry milk are expected to continue well below 
the average of the last 5 years. 








ions 
ical 


and 

the 
eign 
‘ma- 
ndi- 
sale 


own 
t of 
: re- 
tput 
ight 
and 
the 
ttle 
cept 


n 2 
ing 
nce. 
irst 
| in 


ore 
1er- 
ove 
ent 


of 
ely 
458 
lly 
tly 
nly 

in 


nd 
ds, 
mn- 
he 
ry 


es 


eS 
ps 
an 


ve 
ry 


? 





297 


Short-term outlook 

For the year 1960, assuming normal weather conditions, a further moderate 
increase in world milk production appears likely. Manufactured dairy products, 
especially butter and nonfat dry milk, will probably again appear in heavy 
supply, but a continuing rate of consumption is expected to limit critical sur- 
pluses in most areas. 

U.S. supplies of milk in 1960 will probably increase slightly and total supply 
will probably again exceed demand. Because of the large supply of dairy prod- 
ucts available from other exporting countries at relatively low prices, there ap- 
pears to be little prospect for any substantial increase in commercial exports of 
U.S. dairy products, especially products made from whole milk. 


Long-term outlook 

Assuming a continuation of gradual changes in the pattern of dairy product 
utilization, the present and prospective world dairy production potential indi- 
cates that for the near future the output of dairy products will continue to exceed 
effective market demand for most items. This means, generally, that dairy 
products may again have to be moved into export at some cost to stabilization 
funds, or with Government subsidy. 

Over the long period, however, consumption of dairy products should increase 
substantially and bring about a balanced supply-demand situation. Increased 
consumption should result from such positive factors as (1) continued popu- 
lation growth in present heavy consuming (high income) areas; (2) increased 
industrialization in the underdeveloped areas and some realization of a higher 
standard of living. 

Present demund-supply relationships for dairy products in foreign markets 
indicate that if the United States is to continue to export sizable quantities of 
dairy products over the next 4 or 5 years, some Government assistance for such 
exports will be required. 


World poultry situation 

Poultry and egg production in the principal producing countries continued at 
new record levels through 1959. Despite the recent advance toward self-suffi- 
ciency in egg production in the United Kingdom, formerly the world’s largest 
importer of eggs, world trade in eggs continued to expand. Denmark and the 
Netherlands are the principal exporters accounting for well over half of total 
world exports. Exports from mainland China, normally a major exporter, 
dropped sharply in 1959. This created a market void, which was filled by such 
countries as the Netherlands, Belgium, Poland, Israel, and Yugoslavia. Ex- 
ports of shell eggs from the United States were down, but this decline was partly 
offset by an increase in shipments from Canada. The Federal Republic of 
Germany was again the major market for shell eggs. Imports into West Ger- 
many in 1959 were up almost 20 percent over 1958, and accounted for about 60 
percent of all egg imports. 

International trade in poultry meat was at an alltime high in 1959, with 
total trade tentatively estimated at 350 million pounds, an increase of at least 
30 percent in volume over 1958. West Germany, the market for well over half 
of world poultry exports, increased its share in 1959 by importing at least 200 
iillion pounds, compared to 142 million pounds in 1958. The United States 
accounted for a large part of Germany’s increased trade, with total exports to 
that country in 1959 amounting to 52 million pounds compared to only 8 million 
pounds in 1958. 


U.S. poultry situation 

Egg production in the United States in 1959 totaled 180 million cases, up 
slightly over output in 1958. 

Broiler production was at a new record high, 1.8 billion birds, up about 6 
percent over 1958. This increase took place despite generally lower broiler 
prices. 

Turkey production in 1959 was at a record level, 82 million birds, compared 
to 78 million raised in 1958. Despite this high level of production, cold storage 
holdings of turkeys on January 31, 1960, were down 10 percent from a year ago, 
and slightly below the 1955-59 average at this time of year. 

U.S. exports of poultry meat, after several years of growth, rose sharply in 
1959. Exports of poultry meat totaled 126 million pounds, an increase of 145 
percent over the 51 million pounds shipped in 1958. Larger shipments of fresh 
and frozen chicken accounted for the bulk of the increase, but turkey and 

















298 





canned poultry exports also registered a sharp gain. Exports of shell eggs 
continued to decline, mainly the result of a further drop in exports to Venezuela, 
traditionally the principal market for U.S. shell eggs. Because of low prices 
in the United States and a virtual absence of supplies from Communist China 
in 1959, U.S. exports of dried egg products were up sharply. 


Short-term outlook 


Production of eggs and poultry in the major producing countries is expected to 
continue increasing, but, for eggs, the rate of increase may be relatively slower, 
It is quite probable that countries with an established poultry industry will 
place greater emphasis upon production of poultry meat. In the United States, 
the January 1, 1960, laying flock was about 4 percent below the comparable date, 
1959. Egg production in 1960 will probably be down slightly from last year. 

Jarly indications are that 1960 turkey production will exceed last year’s record 
crop of 82 million birds. Currently, average prices received by farmers are 
holding at levels well above those received in January 1959. In recent weeks, 
prices of broiler chickens have weakened somewhat from the very favorable level 
prevailing in December 1959, but the current price is considered adequate to 
induce a continued high rate of production. Exports of poultry meat, particu- 
larly broilers, will probably continue to increase, but not at the rapid rate 
experienced in 1959. 


Long-term outlook 


Despite a growing interest in increasing the production of poultry meat in 
most countries which now have an established poultry industry, and a worldwide 
effort toward self-sufficiency in food production, demand for poultry products, 
especially meat, is rising faster than can be supplied by increased local produc- 
tion. Such situations present opportunities for further increases in trade in 
poultry and poultry products. Through aggressive selling and market promotion 
effort, this situation offers opportunities for limited additional exports from the 
United States. 


Plans 


Present activities to expand existing markets and to develop new markets for 
U.S. poultry and poultry products, dairy cattle, and dairy products will be 
continued, 

The largest potential market for U.S. dairy products was, and still is, the 
underdeveloped countries of the world. Surveys of these areas determine the 
very definite food customs which have been established in dairy product con- 
sumption. For example, ghee. Potential at present is largely confined to nonfat 
dry milk, and a new project has been proposed to expand the market for nonfat 
dry milk in Iran. 

In poultry the largest potential immediate market existed in Western Europe. 
This is a well-advanced market. Surveys showed that this market presented 
an opportunity for the logical marketing step of introducing and promoting the 
completely eviscerated meat-type bird. The market development activity was, 
therefore, slanted toward consumer education on the convenience and economy 
of the completely eviscerated bird as compared to the New York-dressed bird 
to which they were accustomed. Potential markets also exist in the underde 
veloped countries. Product has been introduced into Turkey, Spain, and Egypt 
under title 1. 

For dairy cattle still another situation exists. Our primary market has been, 
and will probably continue to be, Latin America. At the time of the beginning 
of market development activities U.S. sales to this market had begun to decline. 
It was determined that the best way to reverse this trend and to call attention 
to the markets for U.S. dairy cattle was to cooperate in the sending of qualified 
U.S. judges and classifiers to major livestock shows in Latin America. The 
exhibition and sale of purebred stock has been encouraged. It has been deter- 
mined that a small market that can possibly be expanded does exist in Italy. 


Accomplishments 


(1) Dairy products—Results achieved by the Thailand dairy project have 
more than borne out earlier predictions that a new market for at least 300,000 
pounds of nonfat dry milk and 100,000 pounds of butter annually would be 
ereated. U.S. exports of nonfat dry milk to Thailand in 1958 and in the first 10 
months of 1959 equaled 710,000 pounds and 574,000 pounds respectively. The 
showing of butter was also impressive in 1958, when over 116,000 pounds of 
U.S. anhydrous butterfat (equivalent to approximately 140,000 pounds of butter) 
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were exported to Thailand for use in recombined milk. In 1959 this part of the 
gain was lost when butter was removed from the CCC export sales program. 
A result of this project has been to introduce recombining and standardizing 
with U.S. nofat dry milk in other countries of the Far East. 

In the first 6 months of 1959 the promotional work carried out under a dairy 
project in Medellin, Colombia, resulted in an increase of 35 percent in milk 
consumption in the area. 

(2) Poultry—Market development activities have helped to increase U.S. 
poultry meat exports to about 125 million pounds in 1959 from 51 million in 
1958. The cumulative effect to date of these activities has been instrumental 
in increasing U.S. poultry imports by West Germany, Switzerland, the Nether- 
lands, and a large number of other smaller importing countries. West Ger- 
many’s imports rose from only 56,000 pounds as recently as 1955, to 7 million 
in 1958, and about 52 million in 1959. Switzerland’s imports from the United 
States amounting to only about 500,000 pounds in 1955, jumped to 12.5 million 
in 1958, and to over 20 million in 1959. The Netherlands imported only 6,000 
pounds in 1955, 2.5 million in 1958, and nearly 6 million pounds in 1959. 

(3) Dairy breeding cattle.—In 9 out of 11 countries in Latin America visited 
by FAS livestock marketing specialists and Cooperator representatives in 1958 
and 1959, the sales for 1959 showed an increase of 744 head over 1958 (5,852 
versus 5,108 head). This represented a 15-percent increase in the 11 countries 
visited in market development work in 1958 and 1959. U.S. dairy breeding 
cattle inspected for export in 1959 totaled 7,714 head, a 7-percent increase over 
1958. 

OILSEEDS AND THEIR PRopUCTS 
World situation 


World production of fats and oils in 1960 is tentatively forecast at an alltime 
high of 34.2 million short tons. This would be 1 percent above the 1959 record 
and almost one-third more than the estimated 1950-54 average outturn. The 
expansion is far short of the sharp gain from the previous year registered in 
1959, however. 

The major increase will be in animal fats mainly in the United States al- 
though more also will be produced in Western Europe. Somewhat more marine 
oils will come from the Antarctic and output of the industrial oils, mainly 
linseed in Argentina, will be higher. About the same quantity of coconut and 
other palm oils will be available and little change in production of the edible 
vegetable oils is expected. However, the United States will account for a larger 
percentage of edible oil production because output in this country will rise while 
corresponding production is down in China, West Africa, India, Canada, and 
the U.S.S.R. Production of olive oil in the Mediterranean Basin also will be 
greater. 


U.S. situation 


Supplies of food fats and oils for the marketing year which began October 1, 
1959, are placed at a record 14.3 billion pounds (including the oil equivalent of 
carry-in stocks of oilseeds), or 5 percent more than the previous high which 
was established last year. Nearly all of the increase is in cottonseed and soy- 
bean oils although output of lard also will be up somewhat. While domestic 
disappearance is expected to rise, the increase will be relatively small and 
larger suppliers are available for export. Exports in 1959-60 are expected 
to increase substantially over the year before and stocks (including the oil 
equivalent of soybeans) on September 30, 1960, the end of the current marketing 
year, are not likely to differ greatly from the year before. 

Most of the rise in exports will be in soybeans and lard. Shipments of 
edible oils are expected to be at least as big as last year’s high level. Exports 
of edible oils under Public Law 480, while large, will be down from the record 
quantity of the year before. This is being offset, however, by a sharp rise in 
sales for dollars. The reduced movement, under Public Law 480 reflects smaller 
takings by Spain and none by Yugoslavia as domestically produced supplies in 
those countries are substantially greater than a year earlier. 

Exports of oilseed cakes and meals are climbing to a new high this year 
as an expanding livestock economy in Europe coupled with a growing aware- 
hess of the importance of feeding nutritionally balanced rations are being re- 
flected in rising imports of oilseed meals. Drought in Europe last summer 
also has contributed to the need for importing oilseed meal. But as in past 
years, more meal will go out in the form of oilseeds, mainly soybeans, than 
will be exported as such. About 4 million tons of meal will be exported from 
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the United States in 1959-60—approximately 75 percent of this quantity will 
be contained in our exports of soybeans and flaxseed; the remaining 25 percent 
will consist mainly of shipments of soybean meal although there is also a rela- 
tively large movement of cottonseed meal. 

The United States harvested a relatively small crop of flaxseed last sum- 
mer—the smallest since 1946. But carry-in stocks of flaxseed were large so 
total supplies were sufficient to permit a large movement into export. Stocks 
at the end of the current marketing year (June 30) will be less than a third 
of the quantity on hand the year before and the smallest for that day since 
1956. However, they still will be adequate and no tightness is anticipated. 


Short-term outlook 
Record movement of soybeans and oilseed meals. Exports of edible oily 
also may hit a new high. 


Long-term outlook 

Although there may be times when the United States will have difficulty 
in moving large quantities of oilseeds and oilseed products, in the long run 
exports are likely to go up substantially. This would reflect increasing con- 
sumption in importing areas resulting from rising populations and income. 
Exportable supplies from other countries probably will not increase commensu- 
rately with the expected expansion in world import demand. Many of our 
current competitors in the export market are underdeveloped areas and it is 
quite likely that alternative uses for their resources will be brighter than will 
the opportunities for producing and exporting oilseeds, In addition, consump- 
tion is expected to rise substantially in these countries because in many of 
them population and incomes are likely to increase and present levels of: con- 
sumption are low. Thus, more of their production would tend to remain at 
home. The Middle East and some Latin American countries (where per capita 
consumption is low) are potentially good markets for U.S. edible oils. Market 
development work designed to (1) encourage the expansion of balanced rations 
in livestock and poultry feeding in Europe and certain Latin American coun- 
tries: (2) increase acceptance of American vegetable oils in some countries; 
and (3) expand the use of soybeans as food in Japan and in other Asian coun- 
tries, will result in a larger market for U.S. products. 


Accomplishments 

At the end of calendar year 1959, market development projects were underway 
in 10 countries, the oldest of which was in its third year, and 3 of which were 
begun in 1959. Notwithstanding the relatively new trade promotional programs 
and projects, real progress is being made in the expansion of sales and overseas 
utilization of U.S.-produced soybeans and soybean products; and it is apparent 
that continued expansion of exports will oecur as activities are intensified 
and enlarged in existing project countries and as more areas of the world are 
included in the Soybean Council's trade promotional programs. 

For the first time in its history, Spain in 1959 bought a substantial quantity 
of U.S. soybean meal for use by its expanding poultry and livestock industry. 
Peru bought its first commercial lots of soybean oil, totaling about 5,500 short 
tons, as a direct result of a project experiment. In Japan, the per capita fat 
intake was increased substantially in 1959 over 1958, much of which might 
have been due to intensive consumer educational programs in connection with 
project work; and in Germany, the industry became aware of the value of 
toasted soybean meal as a prime ingredient in balanced mixed feeds, and at 
least one firm is adjusting its formulas in consideration of this prime proteiD 
source, 

Suecess in existing projects resulted in the development of a World Marketing 
Agreement between FAS and the Soybean Council embracing over 30 countries— 
to get underway in 1960. 

Studies are continuing on competitive sources of supply. A report on West 
Africa’s fats and oils industry appraising the potential exportable supplies 
in the next few years was published last fall. Similar reports on India, Argen- 
tina. and Canada will be published this calendar year. The general conclusions 
are: (1) That production and exports of oilseeds from West Africa will rise 
only moderately in the next few years: (2) that despite rising production in [n- 
dia. per capita supplies of oil will remain relatively low and India is not likely 
te be an important exporter of oilseeds and oils; however, she will continue 
to be an important export source of oilseed meals. 


Historically, India had been 
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an important factor in oilseed trade; (3) Argentina will continue to be a major 
exporter of linseed oil and oilseed meals but her exports of edible oils are not 
likely to be big; and (4) Canada will continue to export large quantities of 
flaxseed. Her soybean situation will not change much over the next few years. 
Canada has become increasingly important as a source of exportable supplies of 
rapeseed, but it is questionable that there will be a large expansion from recent 
levels. Considerable time and effort is being spent on efforts to reduce trade 
barriers which restrict our exports. A comprehensive report on oilseeds and 
oilseed products was released recently which appraised the world situation in- 
cluding the outlook for exports from the United States and also summarized 
the actions being taken to build world markets for these commodities. 

FAS in calendar 1959 again increased its output of published information 
issuing 20 scheduled and unscheduled world summaries on oil-bearing materials 
and their oils. In addition it published 235 brief reports—chiefly summaries 
of agricultural attaché dispatches—of special interest to farmers, processors, 
and traders, as well as to Government agencies. A series of reports is being 
prepared on the fats and oils situation in the six key Mediterranean olive oil 
countries. These studies are based not only on information available within 
this Service but also on information gathered during a 6-week trip through that 
region completed last November by a member of this Service. In addition to 
statements for release through traditional FAS published media, efforts have 
been made to improve the quality of the information published. Also, there 
has been extensive activity with respect to drawing up supply and distribution 
statements of specific countries, principally for use in market development work 
in conjunction with Public Law 480 programs and barter trade. The work on 
the compilation of production and trade data relating to oil-bearing materials 
throughout the world has continued. Efforts to compile import data on world 
trade in oilseed cakes and meals, begun in 1958, were continued. 

Members of the staff continue to keep in close touch with the trade through 
attendance at numerous trade meetings and conferences—including the Inter- 
national Association of Seed Crushers. 


Plans 

Trade promotional programs and projects will concentrate on soybeans and 
oilseed products in more than 30 countries and territories of the world pursuant 
to the World Marketing Agreement for soybeans and soybean products signed 
early in 1960 between FAS and the Soybean Council of America. Country and 
area plans will be expanded and intensified. Three new area offices and sev- 
eral additional country offices are expected to be established. Market potentials 
in all major use categories will be evaluated on a continuing basis and activities 
established or adjusted to suit maximum possibilities of expanding market for 
U.S.-produced soybeans and oilseed products. Marketing specialists are assist- 
ing the Soybean Council in developing plans and laying out operations designed 
to most effectively execute the extended functions of the Council under the World 
Marketing Agreement. Additional countries will be added as and when oppor- 
tunities become apparent. 

Additionally, active participation will be continued in international trade fairs 
through effective exhibits on soybeans and soybean products. In 1960 such par- 
ticipation is planned for New Delhi and Bombay, India; Verona, Italy; Poznan, 
Poland; London, England; Munich, Germany, and a mobile feed exhibit is 
scheduled for Spain. 

Work will continue on appraising competitive sources of supply. Also, the 
goal is to expand substantially the work on oilseed cakes and meals in view of 
their increasing world importance. Considerable work will be done on pulling 
together material on world prices of oilseed and oilseed products for use as 
guides in appraising world developments. Increasing emphasis will be placed 
on relating world exportable supplies of oilseeds and oilseed products to possible 
imports by deficit areas so as to draw conclusions about the quantity likely 
to move from the United States, as well as for its price implications. 


FrREsu Dectpuous FRuItTS 
World situation 
Northern Hemisphere production of deciduous fruits in 1959 was substantially 
helow the 1958 level. In the case of apples, although North American produc 
tion was slightly lower than in 1958, Western European production of dessert 
and cooking varieties was about one-fourth less than in 1958. Poor weather in 





the spring, as well as the drought in the summer of 1959, reduced the European 
supplies. European pear crops also were substantially lower in 1959 than their 
relatively large volumes of 1958. 

Southern Hemisphere crops of both apples and pears will be slightly larger 
in 1960 than they were in 1959. Production of both apples and pears has been 
increasing in every important Southern Hemisphere producing country. 

U.S. situation 

U.S. deciduous fruit crops have experienced generally favorable marketing 
conditions during the 1959-60 season. Apple prices were depressed considerably 
at harvesttime, but sales of the major deciduous fruits out of storage have 
experienced generally favorable marketing conditions. 

Short-term outlook 

The relatively short deciduous fruit crops in the major European market 
countries have led to favorable export prospects for U.S. deciduous fruits during 
the 1959-60 season. Through December of the current season, about 700,000 
boxes each of fresh apples and pears have been exported from the United States 
to Western Europe compared to around 250,000 boxes of each commodity ex- 
ported during the same period in 1958-59. Exports of U.S. fresh table grapes 
to Western Europe this season through December were 10 percent larger than 
last year. 

Long-term outlook 

Gradually increased export opportunities are in prospect for U.S. fresh decidu- 
ous fruits, especially if some progress in eliminating trade barriers can be 
made. However, increasing competition to U.S. fresh fruit exports is in pros 
pect, as production in both the Western European areas and in competitive 
Mediterranean and Southern Hemisphere areas increases. Most competing 
areas also are actively engaged in quality improvement activities. 


Accomplishments 


During the 1959-60 season, the United Kingdom established a Northern 
Hemisphere quota for imports of fresh pears comparable to that already in 


effect for imports of fresh apples, and liberalized imports of all other fresh 
deciduous fruits. This has enabled exports of a number of fresh deciduous 
fruits, such as plums and summer pears, which have not been exported to the 
United Kingdom since prior to the war. Displays of U.S. fruits have been made 
at major foreign trade fairs with increased interest among importers resulting. 
A project relating to the objective measurement of quality on arrival of United 
States and competitive fresh fruit exports to the United Kingdom market is 
being carried out. 
Plans 

Special emphasis will be devoted toward endeavoring to persuade Western 
European countries to discontinue their practice of prohibiting imports of U.S. 
fresh apples and pears until most domestic supplies have been sold. A trade 
mission representing the U.S. fresh apple and pear industries will visit the 
principal Western European market countries. Efforts of all types to increase 
dollar sales of U.S. fruits will be continued in the form of trade fair and other 
market development activities. A project to determine the comparative arrival 
quality and condition of U.S. and competitive fresh deciduous fruits in Western 
European countries will be initiated. 


CANNED DeEcipuoUS FRUvITS 
World situation 


World packs of canned deciduous fruits have continued to increase. Not 
only have production trends continued upward in the major producing countries 
of the United States, Australia, and South Africa, but deciduous fruit-canning 
industries have developed in the Western European countries. With the 
improvement in the standard of living in Western Europe, their imports of 
canned deciduous fruits have increased. Canned fruit consumption in these 
countries now is more than three times its prewar level. The United States is 
by far the largest producer, packing nearly three-fourths of the world total 
supplies. U.S. exports, however, contribute approximately 40 percent of the 
total world canned deciduous fruit trade. Larger supplies of canned deciduous 
fruits have been exported from Argentina, Japan, and Spain in recent years. 





‘idu- 
1 be 
TOS 
itive 
ting 


ern 
y in 
resh 
wus 

the 
ade 
ring. 
ited 
t is 


tern 
U.S. 
rade 

the 
ease 
ther 
‘ival 
tern 


Not 
Ties 
ning 

the 
s of 
hese 
1s is 
otal 

the 
10us 
- 


303 


U.S. situation 


The 1959 U.S. canned deciduous fruit pack was record large. Although carry- 
jn stocks at the beginning of the season were at modest levels, the total avail- 
able supplies were significantly larger than in any previous season. Prices for 
canned deciduous fruit during the current season have been roughly 10 percent 
below their levels in 1958-59. Movement of canned fruit has been excellent and 
the carryout at the end of this season is expected to be not excessively large. 


Short-term outlook 


The relatively large quantity of available supplies and moderate prices of 
U.S. canned deciduous fruits during the 1959-60 season have led to increased 
export sales. Movement through December this season has amounted to over 
5.4 million cases compared to 4.7 million cases exported through December of 
last season. This increased movement has taken place despite larger quantities 
and lower prices of competitive canned deciduous fruits in Western European 
markets. 


Long-term outlook 


An increasing demand for and acceptance of canned deciduous fruits is an- 
ticipated on the European Continent. Increased shipments of canned fruits to 
these markets by competitive foreign producers—particularly South Africa, 
Argentina, and Japan—can be expected as the canning industries of these 
countries continue to expand. U.S. canned fruits, in view of their high qual- 
ity and reasonable prices, should maintain their position in world markets. 


Accomplishments 


The United Kingdom, Europe's largest canned deciduous fruit importer, in- 
creased its quota for imports of canned deciduous fruits from the dollar area to 
$9 million worth for the 1959-60 season. West Germany and Denmark con- 
tinued their programs of authorizing increasing quotas for imports of canned 
deciduous fruits. A brochure relating to canned fruit juices was completed 
and distributed to world markets. <A study of the South African and Australian 
canning industries was published. U.S. canned fruits were displayed at trade 
fairs in Europe. 


Plans 


Continued endeavors to persuade foreign countries to authorize the importa- 
tion of U.S. canned deciduous fruits will be carried out with special emphasis 
on the United Kingdom, France, and Italy. A survey of the canning industry 
in Spain will be undertaken. A project to measure the quality factors of canned 
fruits exported by the United States and competing foreign countries will be 
initiated. U.S. canned fruits will be displayed at trade fairs in the United 
Kingdom and West Germany during the coming season. A survey of the po 
tential European market for canned R. 8. P. cherries will be carried out. 


Citrus FRvItTs 

World situation 

Citrus production is increasing. The record 1959-60 Mediterranean orange 
and tangerine crop of the 8 major producers is 123 million boxes, 13 million 
boxes larger than 1958-59, and 49 million boxes larger than 1956-57. Further 
increases in citrus production in both the Mediterranean and Southern Hemi- 
Sphere areas are expected. The demand for both fresh citrus fruit and citrus 
products is increasing the world over. 


U.S. situation 


Citrus production has resumed its normal increase. The 1959-60 orange crop 
of 133 million boxes is 3 percent above last year and 12 percent above average. 
The grapefruit crop of 42.8 million boxes is 2 percent less than last year, about 
iverage. Lemon production of 18.6 million boxes is 7 percent greater than last 
year and 36 percent above average. Florida has recovered from frost damage: 
Texas is returning to production as a major supplier of grapefruit; and Cali- 
fornia has record lemon supplies. Cold weather in Florida in early 1960 did 
little damage, but frost damage in California may reduce the summer lemon and 
orange crop. 
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Short-term outlook 

Because of adequate U.S. citrus supplies, a smaller lemon crop in the Medi. 
terranean, and relatively short supplies of deciduous fruit in Europe, the United 
States may expect 1959-60 exports of lemons, lemon juice, winter oranges, and 
orange and grapefruit juices to exceed those of last season. 


Long-term outlook 


As new plantings all over the world come into bearing, U.S. fresh citrus and 
citrus products will face more competition. Demand for fresh fruit and juice 
is increasing in Europe, but not as rapidly as supplies. Climatic disasters and 
disease in producing areas and political events can change the competitive 
outlook. New food laws in Europe and the Common Market will have very 
important competitive effects. The outlook is for increased U.S. exports of 
fresh lemons, lemon juice, canned grapefruit, fresh grapefruit, and orange juice, 


{ccomplishments 


During the past year Denmark liberalized the import of fresh citrus, and 
citrus juices have been imported under limited licenses. France has liberalized 
the import of lemons, grapefruit, summer oranges, lemon and grapefruit juices, 
ranges may be imported also in the winter if not treated with “color add” and 
if they are sold on consignment. Western Germany liberalized the import of 
frozen orange juice in small containers and sweetened citrus juices. The United 
Kingdom has liberalized the import of lemons, oranges, summer grapefruit, and 
lemon juice. 

A competitive study has been made of the citrus industry of Italy. A promo- 
tional project for fresh and processed grapefruit in the Ruhr Valley was com- 
pleted. Citrus and citrus products have been displayed and juice samples given 
out at foreign trade fairs. European markets for both fresh fruits and products 
have been surveyed and reports published. A leaflet promoting U.S. fruit juices 
has been published and distributed in world markets. 


Plans 


A competitive study of the Mexican citrus industry will be undertaken. Trade 
fair promotions and market development projects in France, Denmark, and 
Sweden will be carried out. Studies of European markets will be continued. 
Emphasis will be given to problems arising from the European food laws and 
the Common Market. Efforts to obtain liberalization of trade will be focused 
toward the United Kingdom, which provides the principal remaining barriers 
to U.S. citrus exports to Western Europe. 


Driep FRUIT 
World situation 
World production of raisins and dried prunes in 1959-60 was 25 and 50 per- 


25 § 
cent, respectively. greater than in 1958-59. While production of each was 
below average in 1958, the 1959 harvest of raisins was the largest in 16 years 
and of prunes the largest in 3 years. The 1959 U.S. and Mediterranean 
packs of raisins and prunes were each substantially larger than in 1958, 
However, 1959 Southern Hemisphere production of both crops showed little 
change from 1958. The 1959-60 prices of raisins are considerably lower than 
those of 1958-59. The 1959-60 prices of dried prunes opened somewhat lower 
than in 1958-59, but rose as the season progressed to nearly the same level as 
in 1958-59. 
U.S. situation 

The 1959 California raisin pack of 248,000 tons was 31 percent above the rain- 
damaged 1958 pack of only 186,000 tons (of which only 161,000 tons were salable) 
and 9 percent above average. For the first time since 1956-57, California has a 
surplus pool from which raisins are being exported at less than domestic prices. 
The 1959 U.S. pack of dried prunes amounted to 145,000 tons, or nearly 75 per- 
cent more than the very short 1958 pack. However, the 1959 prune pack was 
still below average and the carry-in smaller than normal. 
Short-term outlook 

U.S. exports of raisins and prunes in 1959-60 will each be higher than the 
very low export volume of 1958-59, but still below average. The 1959-60 supply 
of each was not large enough, nor prices competitive enough, to permit exports 
to attain the volumes reached in the seasons preceding the recent short crops. 
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Also, competing supplies have been exceptionally heavy this season. Turkish 
raisin exports this season have been very large partly in consequence of cur- 
reucy devaluation. Demand for the bumper Yugoslav prune pack has been 


keen. 









Long-term outlook 

Larger U.S. and foreign crops of both raisins and prunes are in prospect. 
In response to favorable prices in recent years, raisin-grape acreage has 
been expanding in California, Greece, and Turkey. Prune tree numbers 
are also increasing in France and Yugoslavia, and to a lesser extent, in Califor- 
nia. On the demand side, per capital consumption of raisins abroad appears 
to be holding its own, which would mean larger total consumption with increas- 
ing population. In the case of dried prunes, the increasing population may 
not be enough to offset declining per capita consumption. 












Accomplishments 

Most of the remaining quantitative restrictions upon imports of U.S. dried 
fruits into Western European countries have been removed. Limited Public 
Law 480 sales were muade in 1958-59 to the United Kingdom, Finland, and Ice- 
land. Dried fruit was displayed at trade fairs in Switzerland and Germany. 
A cooperative project was agreed to for the promotion of dried prunes in Ger- 
many. A survey of the competitive position of the Greek raisin industry was 
published. A field survey was made of foreign competition among the dried 
fruits in major European markets. A field survey of the Iranian dried-fruit 
industry was also carried out. 


Plans 

Competition reports on the Iranian raisin industry and Australian dried-prune 
industry will be published. A field survey will be carried out on potential prune 
production in France. <A prune-promotion project will be carried out in the 
Netherlands and Scandinavia. Special efforts will be directed toward obtaining 
liberalization of trade in Japan. Attention will be given to solving problems 
arising from new European food laws and integrated markets. 
























TREE Nuts 





World situation 
The 1959 world pack of almonds was the largest on record while the filbert 


pack was about average, and the walnut pack well below average. World 
almond production, at 138,000 tons, shelled, was more than double the short 
1958 pack of 66,000 tons. California had by far its largest almond crop while 
the Mediterranean had a near-record crop in addition to a substantial carrying. 
Turkey, which dominates world filbert production, had an “off year’ in its alter- 
nate-bearing pattern while Italy, Spain, and the United States had heavier crops 
than last year; world production in 1959 totaled 68,000 tons, shelled, compared 
with 76,500 tons in 1958. World walnut production for 1959, estimated at 50,000 
_ shelled, was sharply lower than the very large 1958 crop of 69,000 tons. 

he United States and France had a sharply smaller, and Italy a moderately 
ee crop than in 195s. 
















US. situation 

The 1959 U.S. almond crop was over four times as large as the very short 
1958 crop and about double the average. Filbert production in 1959 was 25 per- 
cent above the 1958 pack, 30 percent above average. The walnut harvest was 
31 A series smaller than in the previous year and 17 percent below average. 
U.S. prices in 1959-60 have been materially lower for almonds and higher for 
We saan and filberts than in 1958-59. Under the Federal marketing agreement 
and order programs, 30 percent of the 1959 almond crop and 385 percent of the 
1959 filbert crop were diverted to other than normal domestic commercial chan- 
nels. For almonds, this means export marketing and, for filberts, diversion to 


the domestie shelled market. 














Short-term ane 

Tn 1959-0 U.S. almond exports will be very much greater and imports much 
Smaller than ae 58-59. The filbert import volume may be a little smaller 
than in 1958-59. Walnut exports should be sharply lower and the import 
volume little changed in Comparison with 1958-59. Consistent with world prices, 
U.S. prices thus far in 1959-60 have been lower for almonds and higher for 
filberts compared with 1958-59. These price relationships are 










valnuts and 


ted to continue 





for the remainder of the 1959—GO season. 
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Long-term outlook 


Almond production in the United States will probably continue to expand as 
result of plantings in recent years. Spanish and Iranian almond production 
has also shown some tendency to expand. Filbert production has been increasing 
markedly in Italy and to a lesser degree in Turkey. Foreign consumption may 
may more than hold its own in consequence of increasing population and rising 
standards of living. 























Accomplishments 


A field survey was carried out on the Iranian almond industry. France liber- 
alized imports of almonds and filberts from the dollar area, thus practically 
completing Western European liberalization of imports of tree nuts from the 
United States. 


Plans 





A competition survey of the Spanish almond industry is planned. The Iranian 
almond competitive survey will be published. The principal function of FAS 
in this commodity field is to continue to keep abreast of foreign developments in 
order to keep the Department and the domestic industry informed of foreign 
tree nut competition. 

VEGETABLES 
World situation 

The Western European potato crop is 49 million hundredweight below the small 
crop of last year, and 134 million hundredweight below the 1951-55 average, 
This reduction was caused by a drought last summer in the northern European 
countries. By diverting potatoes from the livestock and industrial uses, it ap- 
pears that Europe will have a sufficient supply of food potatoes this marketing 
season. Canada has a short crop of potatoes this year, with production about 6 
million hundredweight below its normal requirements. 

There has been a substantial increase in the acreage of winter vegetables in 
Mexico, but a slight decrease in Cuba. Excessive rains and floods caused about 
20 percent damage to the crop on the west coast of Mexico. 

U.S. situation 


The U.S. potato crop is well below the large crop of last year and about in line 
with domestic and export requirements. Supplies of both canned and frozen 
vegetables are large but are not burdensome. The winter crops in both Plorida 
and southern California were damaged by frost. Tender vegetables in these 
areas were severely damaged during January 1960. 






Short-term outlook 


Canada is the most important single market for both fresh and processed vege 
tables. There may be a substantial increase in potato exports to Canada this 
season because of the short Canadian crop. U.S. vegetable exports to Cuba, 
which has been a very important market, will be down in the near future. 

U.S. imports of winter vegetables from Mexico should be materially larger 
this winter season because of the very favorable price situation for most of the 
season. Imports from Cuba may be equal to those of last year. Imports of 
potatoes from Canada are expected to be substantially lower this season. 


Long-term outlook 


Canadian seasonal duties on a number of fresh and processed vegetable items 
have been increased, but the new duties have not materially affected total ex- 
ports to that market because there was compensation by lowering several non- 
seasonal duties. As long as artificial valuations for duty purposes are not in- 
voked by the Canadian Government, it is expected that the upward trend in 
U.S. vegetable exports to that market will continue. Unless the current situa- 
tion in Cuba improves materially, it is likely that exports to that market will 
decline. Imports of most fresh and processed vegetables in the United King- 
dom have been liberalized, and there has also been some liberalization in other 
European markets. It is doubtful that most U.S. vegetable exports can meet 
price competition in these markets. Thus, exports to Europe are not likely 
to show a marked increase over those of recent years. 


















Accomplishments 


Several U.S. processed vegetables have been displayed at trade fairs. The 
first meeting of United States and Canadian potato producers to discuss mutual 
trade problems was held in Winnipeg in August 1959. 
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Plans 

A competition study of winter vegetable crops in Mexico will be made this 
year. Continuing closer industry working relationships between United States 
and Canadian vegetable industries will be encouraged. 


WHEAT 
World situation 


The 1959 world wheat crop is estimated at 8,075 million bushels, second only 
to the all time record of 8,705 million produced in 1958. The current crop is 
16 percent above the 1950-54 average. Substantial reductions from last year’s 
record harvests in the United States and Soviet Union account for most of the 
decline from the large 1958 world outturn. 

A record crop was harvested in Europe this year—both in western and 
eastern areas. Originally anticipated reductions in yield because of widespread 
drought did not materialize. Unusually favorable harvesting weather contrib- 
uted to the good outturn. The wheat crop was made before the drought reached 
serious proportions. However, forage and root crops were seriously damaged 
by the drought. Wheat import demand in 1959-60 is expected to be down sharply 
in Europe—normally the largest importer of wheat. 

Meanwhile, exportable supplies in the principal exporting countries have 
continued at their record level. January 1 wheat stocks in the four principal 
exporting countries—the United States, Canada, Argentina, and Australia—are 
estimated to be near the high January 1, 1959, total. An increase of 56 million 
bushels in the United States is offset by a decline of about the same proportions 
inCanada. A slight increase is estimated for Australia and a moderate decline 
in Argentina. 

US. situation 

January 1 stocks of wheat in the United States are at a new high since 
carryover from the record 1958 harvest more than offset the sharply reduced 
1959 production. Even if U.S. exports in 1959-60 reach the currently estimated 
level of 440 million bushes, carryover on July 1, 1960, will be even larger than 
at the beginning of the current marketing year—possibly 1,350 million bushels 
compared with 1,279 million bushels on July 1, 1959. 

Short-term outlook 

World wheat and flour exports in 1959-60 (July-June) are currently expected 
to total about 1,260 million bushels, grain equivalent, approximately the same 
as in 1958-59. The all time record was 1,328 million bushels in 1956-57. The 
U.S. share of the total is expected to be 440 million bushels compared with 443 
million bushels in the preceding year. The all time record U.S. exports was 549 
million bushels in 1956-57. The record wheat crop in Western Europe has 
resulted in smaller wheat import requirements in that area. But this has been 
offset by increased demands in Africa and a continued strong demand from 
Asia and Latin America. 


Long-term outlook 


The United States may expect continued large scale competition from Canada, 
the Soviet Union, Australia, Argentina, and France in the years ahead. In 
addition, several formerly traditional deficit countries have expanded their 
production to such an extent under price supports and other incentives that they 
how have small surpluses of soft wheat for export although each must still im- 
port substantial quantities of hard wheat. A substantial part of the world’s 
trade in wheat during the past decade has been carried on under bilateral trade 
agreements. Exports under such agreements replace wheat and flour which 
might otherwise be imported, at least in part, from the United States. Such 
agreements, along with foreign governmental policies regarding wheat produc- 
tion, trade, and prices, will probably continue to constitute the most important 
factors affecting the competitive status of U.S. wheat in world markets. 

However, total wheat consumption over the world is on the increase. While 
consumption is at a standstill despite growing population in some of the more 
advanced countries of the West, it is either holding steady or increasing along 
with gradual improvements in per capita incomes and the general economic 
Situation in many other parts of the world. 
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Plans for 1960 

1. Western Europe.—(a) Station a representative of the Great Plains Wheat 
Market Development Association (FAS Cooperator) in Rome to conduct market 
promotional work in Mediterranean and African countries. 

(b) Addition of full time experienced grain man to the staff of the Rotterdam 
office to contact buyers and millers at frequent intervals. 

(ec) Trade promotional luncheons in the United Kingdom under the joint 
sponsorship of the FAS and the Great Plains Wheat Market Development 
Association to promote increased interest in U.S. wheat. 

2. Far East.—(a) Joint effort by Western Wheat Associates and Great Plains 
Wheat Market Development Association to promote increased demand for U.S, 
hard wheat in Japan and the Philippines. 

(b) Special study of Japanese and Philippine quality requirements by cereal 
technologist. 

(c) Continuation of kitchen bus, school lunch and bakers training programs in 
Japan. 

(d@) Expand the activities of the wheat market development office in Karachi 
and provide for training of Indian and Pakistan bakers and technicians, 

3. South American and Caribbean area.—Continue current trade promotional 
activities in South American countries and detail a fulltime representative of 
the Great Plains Wheat Market Development Association (FAS Cooperator) 
to contact wheat and flour buyers in Caribbean countries. 

4. Joint Industry-Government Committee.—Establishment of a Joint Industry- 
Government (producers, exporters, and USDA) Committee to discuss and review 
foreign complaints of wheat quality and coordinate activities undertaken under 
that heading. 

5. Africa.—Make a study of wheat quality needs of African markets. The 
study will be made by the FAS wheat marketing and cereal technologist. 

6. Visits of foreign wheat industry representatives_—Seven foreign wheat 
trade groups will be brought to the United States during 1960 and plans are 
being discussed for four additional teams. They will come from European, 
Latin American, and Asian countries and possibly from Africa. While here 
they will be given an opportunity to observe at first hand U.S. wheat produe- 
tion, grading, marketing, milling, and baking techniques and learn that the 
United States is able to supply promptly and consistently any type of wheat 
required by mills for production of the kind of wheat products consumed in 
their countries. 

7. New Wheat Market Development Office in Washington.—Establishment of 
a joint office in Washington of the Great Plains Wheat Market Association and 
Western Wheat Associates. This office will help to coordinate FAS and co 
operators promotional activities on a worldwide basis. 

8. Publication.—A semitechnical brochure describing the U.S. wheat industry 
and types of wheat available in the United States is being prepared for publi- 
eation in several languages and distribution in countries where those languages 
are spoken. 

9. Foreign competition.—Close attention will continue to be devoted in 196! 
to developments in wheat production, supplies, import requirements, export 
availabilities and prices in foreign countries, foreign government policies and 
programs regarding wheat production, prices, imports and exports, and other 
factors affecting the competitive status of U.S. wheat and flour in world markets. 
These include producer price supports; subsidies for production requisites: 
compulsory utilization of home-grown wheat: subsidies te flour mills, bakers 
and processors, import controls through tariffs, quotas, ete.; bilateral agree 
ments; and export aids. 


RICE 

World situation 

Rice cultivation is continuing to expand throughout the world. World acre 
age in 1959-60 exceeded last year’s record. However. due to a drop in Communist 
China’s harvest—about a third of the world total—this year’s crop will probably 
not exceed 471 billion pounds compared with 480 billion pounds last year. Ex 
eluding Communist China, export availabilities in 1960 are the largest in several 
years—about 10 percent above those of 1959. The quantity that Communist 
China will export is not known, but that country is offering high-grade rice 02 
the world market at prices below those asked by other Asian exporters. 
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World demand will continue strong in 1960 because of gradually improving 
economie conditions, population gains, increasing per capita consumption in 
many countries, and lower prices. Competition among exporters will be the 
stiffest in recent years because of abundant export availabilities in leading 
surplus-producing countries and the low-price export policy of Communist 
China, the third largest exporter. The other two major surplus countries— 
Burma and Thailand—have good crops with total export supplies exceeding 
those in 1959. Export supplies in the United States, now the world’s fourth 
largest exporter, are large enough to permit a substantially higher level of 
exports than during the past 2 years. 


US. situation 


Supplies of rice in the United States during 1959-60 are expected to total 
69 million hundredweight rough rice basis compared with 61.3 million hundred- 
weight in 1958-59. The August 1, 1959, carry-in (15.7 million hundredweight) 
was substantially lower than a year ago but the crop (53.1 million hundred- 
weight) was much larger. Allowing 26.4 million hundredweight for domestic 
disappearances against 25.9 million hundredweight a year ago, the volume 
available for export and carryover totals 42.6 million hundredweight against 
$5.4 million hundredweight in 1958-59. If exports reach the estimated level of 
°9 million hundredweight rough rice basis compared with 19.7 million hundred- 
weight last season, the July 31, 1960, carryover will be reduced to 13.6 million 
hundredweight. 

Short-term outlook 

U.S. exports in 1959-60 (August-July) are expected to total approximately 20 
million hundredweight milled rice basis compared with 13.7 million hundred- 
weight in 1958-59. Progress made under the payment-in-kind program during 
the past year indicates that commercial sales for dollars should continue at 
high levels. But the actual level of exports will depend largely on whether U.S. 
sales of brown rice to Europe can remain competitive. The outlook for sales 
for foreign currencies under title I of Public Law 480 also appears more favor- 
able than at this time last year. 

There has been no important buildup of old crop supplies in the world. As 
aresult, world exports in 1960 will again be drawn largely from crops produced 
in 1959. While information on 1960 world export availabilities is still frag- 
mentary, there is no immediate danger of a rapid buildup of unmanageable 
stocks in major exporting countries. 


Long-term outlook 


Per capita increases in consumption, generally in evidence throughout the 
world since 1952, together with annual increases in population and gradual in- 
creases in consumer purchasing power are expected to keep world import re- 
quirements expanding at a more rapid rate than production. There will continue 
to be a good demand for U.S. rice in world markets as long as our prices are 
competitive. Factors that limit the area of competition are freight rate differ- 
entials, lack of dollar exchange in many rice deficit areas, and bilateral agree- 
ments between foreign rice importing and exporting countries. 

Plans for 1960 

Emphasis will be centered in 1960 on market promotion activities for U.S. 
rice in the Buropean area pursuant to a cooperative agreement with the U.S. 
Rice Export Development Association. This program will include participation 
in several FAS sponsored trade fairs as well as a direct consumer advertising 
program designed to increase overall rice consumption and the demand for U.S. 
rice in particular. In addition to the European program, plans will be developed 
for specific promotional projects in Chile, Peru, and Singapore. 

Data on grading and quality comparisons of U.S. rice with the foreign rice 
samples eollected and analyzed during 1958 and 1959 will be published. This 
information will have wide use in determining consumer preferences and ac- 
ceptability and will provide a direct comparison in terms of grades, qualities, 
and price of U.S. rice produced for export with other rice moving in world trade. 


FEED GRAINS 


World feed grain production in 1959 was at a new high because of a record 
World corn crop of 7,825 million bushels. This exceeds the previous record of 
‘340 million bushels in 1958 by 7 percent, mainly because of the bumper U.S. 
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crop. Eastern Europe also had a record corn crop—mainly in the Danube 
Basin countries. Increased competition for corn markets may be expected from 
that area, especially from Yugoslavia and Rumania, where the 1959 harvest was 
some 200 million bushels more than in 1958. 

The 1959 world barley crop is estimated at 3,240 million bushels, moderately 
below the 1958 outturn of 3.305 million. The reduction took place mainly in 
North America, Russia and Australia. Western Europe had an alltime record 
crop. Oats production was only 3,685 million bushels compared with 4,235 mil- 
lion in 1958 Most of the reduction was in the United States and the Soviet 
Union. 

World feed grain exports have been increasing rapidly during the past 5 years, 
Main reasons for the increase are improvements in economic conditions and 
consumer purchasing power in importing countries; general improvements in 
living standards and diets; continued upward trends in foreign livestock nun- 
bers; increased consumption of such high-protein foods as livestock, dairy and 
poultry products, especially in the more highly industrialized areas; failure of 
feed grain production in deficit countries to increase as rapidly as demand; 
limited expansion in feed grain production in most deficit countries because of 
price supports favoring wheat producers; and improvement in the balance of 
payment situation in many countries which made it easier for them to cover 
their import requirements. 

U.S. situation 

U.S. feed grain exports of 10.9 million metric tons in 1958-59 set a new record 
for the second consecutive year. All feed grain shared in the increase. How- 
ever, grain sorghum exports, which rose 124 percent over last year, showed the 
largest relative gain. Europe remained the largest market for U.S. feed grains, 
with Asia showing a slight increase because of an increased availability of feed 
grains under title I. The United States continues to have large surplus supplies 
of feed grains which it is offering on world markets at competitive prices and 
foreign demand is expected to continue at a high level during all of 1959-60. 
Short-term outlook 

The upward trend in world feed grain exports during the past 5 years is 
expected to continue in the years immediately ahead. World exports in 1959-60 
are expected to total approximately 28 million metric tons compared with 212 
million tons in 1958-59. The U.S. share should reach 11.9 million tons compared 
with 10.9 million tons last year. The demand is especially heavy in the European 
feed deficit producing area this year because of serious and widespread drought 
damage to 1959 pasture, forage, and root crops. Those countries either had to 
increase their feed grain imports substantially in 1959-60 or greatly reduce their 
livestock numbers. The latter is not likely to occur. 

Feed grain production has increased in all major deficit countries in recent 
years but not fast enough to keep pace with rapidly increasing demand. Pros- 
pects for the immediate future indicate continued expansion in world import 
requirements. The United States will continue as the largest supplier, probably 
accounting for at least half of the world’s total exports. 


Long-term outlook 

The steady upward trend in world feed grain import requirements because of 
increasing livestock numbers cannot be expected to continue indefinitely at the 
rate of recent years. Several European importing countries have already indi- 
eated intentions to shift from encouragement of a high level of domestic wheat 
production by means of price supports and other incentives to a higher level 
of feed grain production by the same methods. Expansion of consumptiol 
requirements in the underdeveloped areas of the world will, of course, be depend: 
ent largely on continued availability of external aid and financing. 

Nevertheless, the long-term outlook for the world as a whole is for continued 
growth in the volume of world trade in feed grains. The main reasons are 
anticipated continuation of the upward trend in livestock numbers, continued 
improvements in living standards and diets in many countries, steadily increasing 
consumption of livestock, meat, dairy, and poultry products; and anticipated 
further improvements in the balance of payments situation in many countries. 


Plans for 1960 


1. Conduct studies of market potentials for U.S. feed grains in Latin Americal 
countries. 
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2. Work with the U.S. Grain Sorghum Producers Association (FAS coopera- 
tor) in developing market promotional activities in Latin America. 

3. Bring to the United States a team from Japan interested in livestock and 
poultry feeding; initiate a study of market potential for U.S. feed grains in 
Japan ; and work with the Grain Sorghum Producers Association (FAS coopera- 
tor) in developing market promotional activities for U.S. feed grains in Japan. 

4, Expand and develop specific market development projects under the FAS 
project agreement with the Grain Sorghum Producers Association in the United 
Kingdom, Germany, Netherlands, Belgium, Spain, Portugal, Italy, Greece, 
Turkey, and Israel. (Notr.—The new countries since last year’s report are 
Spain, Portugal, Belgium, and the Netherlands. ) 

5. Become more active in stimulating interest of U.S. producers and exporters 
in improving the position and prestige of U.S. feed grains in world markets. 

6. Develop plans for feed grain exhibits at various trade fairs. 

7. Close attention will continue to be devoted to developments in feed grain 
production, supplies, import requirements, export availabilities and prices in 
foreign countries, foreign government policies and programs regarding feed 
grain production, prices, imports and exports, and other factors affecting the 
competitive status of U.S. feed grains in world markets. These include producer 
price supports; subsidies for production requisites; compulsory utilization of 
homegrown feed grains; subsidies to local processors; import controls through 
tariffs, quotas, etc.; bilateral agreements; and export aids. 


BEANS 
World situation 
World bean production in 1959, in 27 reporting countries (Communist areas 
and Africa not reporting) was down 5 percent or more from 1958. The prin- 
cipal reduction was in Brazil and the United States. A short crop white beans 
was produced in Western and Eastern Europe, but this was offset in large part 
bya record high production of white beans in the United States. 


U.S. situation—Short term 

The 1959 U.S. total bean crop was 5 percent below 1958. But colored beans 
were down 18 percent, white beans were up 12 percent. Increasing demands 
in Mexico and Cuba, and a short crop in Brazil have resulted in heavy demands 
for U.S. colored beans in 1960 and pushed prices, particularly of the small red 
class to unusual heights. 

A large demand for white beans in France due to a short crop in that country, 
an increasing demand in Spain and a growing demand in the United Kingdom 
because of the expanding canning industry there, should go a long way toward 
cleaning up the large U.S. supply of white beans. Less than normal exportable 
supplies of canning-type beans from the 1959 crop in Balkan countries has in- 
creased the West European demand for U.S. white beans. U.S. supplies of white 
beans, still plentiful in Michigan, are expected to be cleaned up before the next 
U.S. harvest. 


US. situation—Long-term outlook 


The long-term outlook for exports of U.S. red beans is confused by uncer- 
tainties in Cuba, which is the largest importing market. Cuba and a few other 
Latin American countries, take more than half the U.S. production of small 
red beans. The pinto crop, frequently in sizable exportable surplus, is dependent 
almost wholly on Mexico for an export outlet. That market is growing very 
rapidly, but so is Mexican bean production. Thus far, however, Mexican-bean 
consumption has moved faster than production. Several factors suggest con- 
tinuation of this trend. 

The long-term outlook for U.S. white bean exports is good, especially for 
canning-type beans, unless competition from Africa and the Balkans increases. 
Little is known about the potentials of this competition. 


Plans for 1960 


A survey is planned for Africa to determine the competitive potential of that 
area to supply white beans to the very large white bean importing market of 
Western Europe. 

A survey is also planned to determine the competitive potential of bean pro- 
duction in the Balkan countries. This survey will be made by investigations 
in Southern and Western European countries that border on or deal with bean 
exporters in the Communist Balkans. It will ascertain from informed West 
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European importers the competition potential of Communist Balkans to supply 
canning-type beans to Western Europe in competition with U.S. canning beans, 
A survey is planned also in Central America to determine the market po 
tential of those countries for U.S. colored beans. This may be a cooperative 
survey with certain associations of the National Dry Bean Council. Their ¢o 
operation depends largely on decisions to be made by the council next June, 
SEEDS 


World situation 


The 1959 production of grass and legume seeds in the principal producing coun. 
tries was probably somewhat under that of 1958. Production of legume seeds 
in the Western Hemisphere was down due to unfavorable weather conditions, 
This was partly offset by unusually dry weather at harvesttime in Western 
Europe. Grass seed production was probably about normal in 1959. 

Total supplies of grass and legume seeds available in 1959-60 are believed to 
be about normal. This is accounted for by the fact that while production de 
creased the carryover was above average. 


Short-term outlook 


It is believed that 1959-60 exports of U.S. grass and legume seeds will be 
slightly above 1958-59 when 38.6 million pounds went abroad. Exports of these 
seeds total 21.5 million pounds during the 6-month period July 1 to December 31, 
1959, as compared with 17.9 million pounds in the corresponding period in 1958, 
Long-term outlook 

Exports of U.S. grass and legume seeds are expected to show a gradual upward 
trend over the next few years. The desire of several European countries to con- 
tract for production of their own varieties of seeds in the U.S. is an important 
development. It is also expected that Japan and some of the Latin American 
countries will import larger quantities of U.S. seeds as their development pro 
“rams progress. 

Plans for 1960 

During 1960 it is expected that a team consisting of two technicians from 
California and the FAS seed marketing specialist will visit Germany, Austria, 
France, and the Netherlands for the purpose of studying experimental trials of 
U.S. seeds in comparison with trials of seeds from other countries. They will 
also study laboratory techniques and facilities; seed certification standards and 
procedures ; and other matters affecting world trade in seeds. 

The FAS seed marketing specialist will attend the biennial conference of the 
International Seed Trade Association which will be held in Copenhagen, Den- 
mark, May 29 to June 3, 1960. Following this conference he will visit important 
European seed markets in countries other than those mentioned above. 


Hops 
World situation 

Reflecting increased acreage as a result of high world market prices during 
the 2 preceding years, the world’s 1950-60 hops crop will total approximately 
179.1 million pounds, about the same as last year’s record of 179.2 million pounds. 
The continued high level of production is the result mainly of increased acreage 
and larger crops in the United States, West Germany, France, Yugoslavia, and 
Japan. This largely offset reductions in a few other countries, notably the 
United Kingdom and Belgium. 

Because of another bumper world crop, the second in succession, world market 
prices are at their lowest level in many years. Germany and Yugoslavia have 
substantially larger export availabilities this year. This is of special signifi- 
eance to U.S. hops producing and trading interests since the United States is the 
world’s largest producer and exporter. On the other hand, the United Kingdom 
and Belgium have lower export availabilities. 

U.S. situation 

Carryover stocks in the United States at the beginning of the 1959-60 season 
(September 1) totaled 19.0 million pounds. With a new crop of 53.6 million 
pounds and assuming that 1959-60 imports will not exceed the 5-year (1958-59) 
average of 4.0 million pounds, total supplies for the season amount to 76.6 mil- 
lion pounds compared with 67.9 million pounds last year. 


rrr 





Supply 
beans, 
eC po 
‘rative 
Cir CO 
une, 


COU 
seeds 

itions 

estern 


ved to 
m de 


these 
er 31, 
1958, 


ward 
O CON- 
rant 
Tican 
: pro 


from 
stria, 
ils of 
’ will 
$ and 


f the 
Den- 
rtant 


wring 
ately 
ands, 
"eage 
and 
r the 


irket 
have 
rnifi- 
5 the 
-dom 


ason 
llion 
9) 
mil- 


313 


Short-term outlook 

Domestic brewery consumption of hops in the United States in 1959-60 is ex- 
nected to total 29.8 million pounds. Unless 1959-60 exports greatly exceed the 
svear (1954-55 through 1958-59) average of 14.8 million pounds, carryover 
stocks at the end of the current season (August 31, 1960) will total 32.0 million 
pounds, an all time record. The average carryover is only 20.3 million pounds. 
' However, there are indications that breweries in foreign countries will take 
\dvantage of the low prices for high quality U.S. hops this year to build up re- 
serve stocks. Substantial shipments are also expected to be made on forward 
contracts. As a result U.S. exports may reach 16 to 17 million pounds com- 
pared with last year’s record of 18.4 million pounds. 


Long-term outlook 

The demand for U.S. hops in world markets is expected to continue at a high 
level in the years ahead. Supporting this opinion are such factors as the con- 
inu d upward trend in world beer constmmption, improvements in consumer 
yirchasing power in many countries, availability of abundant supplies of high- 
erade hops in the United States at competitive prices, and increasing apprecia- 
tion by breweries in foreign countries of the value of U.S. hops in making lighter 
beers, the demand for which is increasing. 
Plans for 1960 

Attention will continue to be devoted to acreage and production trends and 
brewery consumption of hops in foreign countries; import requirements and 
export availabilities and prices: foreign government policies and programs re- 
garding hops production and foreign trade; and other factors affecting the 
ompetitive status of U.S. hops in world markets. Special attention will be 
devoted to bringing about a liberalization of foreign governmental policies 
which place U.S. hops at a competitive disadvantage in world markets, such as 
is on the use of dollar exchange for financing purchases of U.S. 


restrictiol 


BEEF 
World situation 
World demand for beef continued to grow during 1959, and prices were 
unusually high. After remaining substantially level from 1956 through 1958, 
‘tion probably rose during 1959. Production in the principal countries 


pl 
n 1858S totaled 48 billion pounds, or 15 percent greater than in 1951-55. 
US uation 

Peef production declined from 1957 through 1959, accompanied by a sharp 
increase in cattle and beef prices. A recovery in beef production during the 


ist months of 1959 resunited in some weakening in prices. Cattle numbers, 
which began to rise in 1958 from their cyclical low in 1957, continued to increase 
during 1959 and reached new record levels. This increase in numbers was 
wcompanied by relatively small marketings of low-grade cows, and there was 

relatively short supply of processing beef. A large number of fed cattle were 

rketed, and supplies of fed beef were well maintained. The number of 
attie on feed January 1, 1960, reached a new high. 

High U.S. prices encouraged imports of cattle and beef However, increasing 
U.S. cattle numbers and strong domestic demand in Canada and Mexico brought 
cattle imports down 38S percent from their record in 1958 to approximately 
709.000 head. Most cattle imports were for feeding. Imports of boneless pro- 
cessing beef from Australia and Ireland continued to rise and offset lower 
Imports from New Zealand, Canada, Mexico, and Argentina. Total beef imports 
at 626 million pounds were 31 percent above 1958. U.S. beef exports rose slightly, 
and shipments of slaughter cattle were made to Canada as U.S. prices weakened 
in late 1959. 


Short-term outlook 

U.S. beef production is expected to rise in 1960 and the expansion of nunrbers 
on farms to continue. Cattle prices will probably remain below 1959. Lower 
U.S. prices plus reduced production in Australia and New Zealand will probably 
resuit in lower U.S. imports of beef. Cattle imports during 1960 are expected 
to decline as U.S. numbers rise and as Mexican and Canadian internal demand 
continues high. 











314 


Long-term outlook 


If U.S. cattle prices follow the usual cyclical upturn (about 7 years), beef 
output is likely to increase in 1960-62 and reach a peak around 1963-65. Cattle 
prices are expected to continue weak until they reach their low point around 
1965-66. 

U.S. cattle and beef imports are likely to decline gradually during the next 
few years as domestic production rises and prices decline. 


Plans 

A survey of Argentina and Uruguay is planned in 1960 with a view toward 
evaluating the livestock industry of that area, current trends, and potential 
capacity for growth. This survey should provide timely information on the 
pastoral activities of this region which will be useful in assessing competition 


from the area in both the international and the U.S. market. 


PoRK 
World situation 
Pork production in major producing countries during 1960 is expected to be 
8 percent greater than in 1959 and 25 percent above the 1951-55 average. 
Hog slaughter in the United States will probably drop moderately but Euro- 
pean slaughter, which had risen to a new high in 1959, is expected to continue 
to rise. 


U.S. situation 


U.S. pork production in 1959 was about 14 percent above 1958. Although 
the demand for pork was good due to relatively high beef prices, increased pork 
supplies resulted in low hog and pork prices. 

Imports of canned hams and shoulders and of other pork, decreased only 
moderately. Low U.S. prices stimulated exports. However, imports continued 
greater than exports. 


Short-term outlook 


Reduced U.S. pork production during 1960 is expected to strengthen hog and 
pork prices which will probably be above 1959 levels throughout most of the 
year. 

Prospects for U.S. exports of variety meats to Europe and pork products 
to the Caribbean area have improved, due to the eradication of vesicular exan- 
thema in this country, and to liberalization in several oversea markets. How- 
ever, European production is increasing. 

Price support operations for hogs in Canada took place last year and were 
instrumental in reducing Canadian exports of pork to this country. During 
1960, Canada will support hog producers through deficiency payments, allowing 
prices to fall to their free market level. Canada has made arrangements to 
prevent subsidized pork from entering the United States. The elimination of 
vesicular exanthema in the United States has opened the Canadian market for 
U.S. pork and hogs. 


Long-term outlook 


U.S. feedgrain supplies are large enough to continue to sustain hog produc- 
tion at much higher levels than at present. The level of production in the 
future will depend largely on domestic demand for pork and to domestic and 
foreign demand for pork byproducts. Export markets for pork are desirable. 
Although there is little prospect for expanding commercial sales of pork (ex- 
cept variety meats) to a point where they will exert a significant effect on 
domestic prices, because of the small size of the foreign commercial market 
compared with U.S. pork production, the gradual removal of import barriers 
in potential markets could result in a welcome addition to U.S. exports during 
times of heavy U.S. pork production. 


Plans 


To continue working toward complete liberalization of dollar trade; to con- 
tinue efforts to reduce or eliminate regulatory barriers when they are used in an 
economically discriminatory manner rather than as bona fide sanitation rules; 
and, to keep the U.S. industry informed as to competitive problems and sales 
opportunities in various foreign markets. 
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LAMB 


World situation 


Lamb and mutton production in important producing countries which had 
remained level since 1955, rose approximately 7 percent to about 8 billion pounds 
in 1958. Production will probably continue to rise in 1960. U.S. production 
makes up only a small part of the total. Sheep and lamb numbers in major 
exporting countries are now at record levels. 


US. situation 


U.S. production of mutton and lamb which declined moderately in 1957 and 
1958, rose approximately 9 percent in 1959. This increase in production was 
accompanied by generally lower lamb prices. 

However, U.S. lamb and mutton prices remained substantially above the world 
level. U.S. imports of lamb and mutton rose sharply in 1959 to 57 million 
pounds, 137 percent above the year earlier. Most of this increase was in mut- 
ton from Australia which was used largely in sausage and other processed meat 
products. Lamb imports came mostly from New Zealand, but smaller quantities 
came from Iceland, Australia, Canada, and Ireland. Several shipments of live 
lambs were made from Australia. 

Imports of lamb during 1959 (9.5 million pounds) amounted to an estimated 
14 percent of production (666 million pounds), compared with 1.1 percent in 
the same period in 1958. Imports of lamb and mutton combined (56.8 million 
pounds) during 1959 were an estimated 7.8 percent of production of lamb and 
mutton (732 million pounds). 


Short-term outlook 


Lambs on feed at the end of 1959 were approximately 7 percent below a year 
earlier. However, total sheep numbers at 33.6 million head, were 2 percent 
above last year. Domestic production this year will probably drop below last 
year with some improvement in prices during the first part of the year. How- 
ever, large numbers of sheep and lambs on hand indicate that all marketings 
will be heavy. 

Large numbers of sheep and lamb on hand in major exporting countries, plus 
expected heavy lamb production in the United Kingdom, the world’s major lamb 
and mutton importer, indicate that U.S. imports of lamb and mutton will prob- 
ably continue unless present Tariff Commission investigations result in quotas 
or other restrictions. 


Long-term outlook 


Further increases in U.S. sheep numbers for a few more years are likely, 
barring serious drought in major producing sections of the West. Increased 
domestic lamb production and increased beef supplies may result in a downward 
trend in lamb prices. Even with lower lamb prices, continued imports of for- 
eign lamb can be expected, although at lower levels than 1958-59. 


Plans 


To continue to cooperate with the U.S. Tariff Commission escape-clause inves- 
tigation on lamb and mutton imports into the United States, and to keep the 
U.S. meat industry informed as to competitive problems and production levels 
in various foreign areas. 

Woo. 


World situation 


World production of wool in 1959 is estimated at 5,545 million pounds, grease 
hasis, compared with 5,340 million pounds in 1958. On a clean basis, the 1959 
output is about 3,190 million pounds, compared with 3,080 million in 1958, Con- 
tinued increases in Australia, New Zealand, and the U.S.S.R. accounted for most 
of the rise in 1959. 

World wool consumption in 1959 is estimated at a record 3.2 billion pounds, 
Clean basis. World consumption in 1958 at 2,790 million pounds was 5 percent 
below the 1957 total. Mill use in 10 major consuming countries during January— 
September 1959 was 17 percent above a year earlier. 

Exports of raw wool from the Southern Hemisphere (Australia, New Zealand, 
Union of South Africa, Argentina, and Uruguay) rose 20 percent during the 
1958-59 season to a record level. Each country increased its shipments but 
the rise was particularly noteworthy in Argentina and Uruguay where large 
carryover stocks were reduced. Exports from the five countries in 1959-60 
Will be lower as a result of reduced exportable supplies. 
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Wool prices rose sharply in April 1959 and again at the beginning of the 
Australian auction season in August. Since then, they have been unusually 
stable. Australian auction prices during the first half of the 1959-60 season 
were about 25 percent above the 1958-59 average which was the lowest since 
1948-49. 


U.S. situation 

Domestic wool production in 1959 was up about 6 percent as output of both 
shorn and pulled wool increased. Sheep numbers and shorn wool production in 
1959 were 32.9 million head, and 252 million pounds, respectively. The average 
price received by farmers for wool during the 1958 season was 36.4 cents per pound 
the lowest since 1941. Prices received during April 1958—January 1959 ranged be 
tween 39.2 and 44.3 cents, considerably below the incentive level of 62 cents per 
pound. 

Consumption in 1959 was up 28 percent from a year earlier, and at the highest 
level since 1956. As a result of competitive price levels, wool regained some of 
the ground lost to manmade fibers in some end products during 1959. 


Outlook 

World production should continue to increase in 1960 barring serious drought 
in major producing areas. Expansion will not be as rapid as in recent years as 
lower prices have resulted in a cutback in expenditures on improvements, 
Current competitive prices should stimulate some further increase in world con- 
sumption in 1960 as inventories continue to be replenished following the recession 
of 1958. U.S. consumption and imports, however, may decline somewhat in 
1960 following the sharp rise in 1959. U.S. wool output will likely increase 
slightly in 1960, as stock sheep numbers on January 1 were 3 percent above 
a year earlier. 

LARD 

World situation 

World production of lard and unrendered pork fat (in terms of lard) in 1959 
is estimated at approximately 13 billion pounds, about 1 billion pounds more 
than was prdouced in 1958. The increase was mainly a reflection of substantial 
gains in Communist China, the United States, and Canada. Production was 
down. slightly in most Western European countries and Argentina. U.S. produe- 
tion rose 14 percent from 2,458 million pounds to 2,810 million. World exports 
of lard totaling about 805 million pounds in 1959 were up about 29 percent from 
the previous vear. The United States accounted for the increase, as shipments 
from most other countries declined. 


U.S. situation 

In 1959 the United States produced 28 percent of the world’s lard. U.S. exports 
rose 55 percent to 604 million pounds. Shipments to the United Kingdom almost 
doubled as the development of bulk handling in tankers reduced landed costs and 
made our lard more competitive with that from the Continent. Thus, in 1959 
U.S. exports were 75 percent of the world’s lard trade, compared with 62 percent 
in 1958. In recent years, the direct use of lard as such in the United States has 
been relatively stable at around 1.6 billion pounds, representing about 75 percent 
of total disappearance. On a per capita basis, the direct use has shown a long 
downward trend. 


Short-term outlook 

Lard output in 1960 is forecast at 2,725 million pounds, about 3 percent less 
than in 1959. U.S. exports are expected to level off or decline slightly in 1960 
and domestic disappearnace is not expected to change materially. The price 
position of lard should improve in 1960, especially in the second half as hog 
slaughter and lard output decline. 


Long-term outlook 

U.S. lard production in 1961 may decline further if the downturn in the hog 
cycle continues. Movement of this quantity of lard into consumption: ice., utili 
zation in the United States and exports, is expected to decline somewhat as lard 
prices improve. The export outlook is obscured somewhat by the uncertain situa 
tion in Cuba, our leading market in most years. 


Plans 


To continue efforts to reduce or eliminate regulatory barriers: to promote U.S. 
lard in the European market and to keep the U.S. industry informed as to com 
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netitive problems and opportunities in various foreign markets. U.S. lard will 
be exhibited at the 1960 London food fair to encourage lard consumption in 
the United Kingdom, our leading market in 1959. 
Accomplishments 

In 1958 a team of veterinarian officials from West Germany was brought to 
the United States to discuss with U.S. counterparts technical aspects of regu- 
latory problems and to see production practices in commercial establishments. 
As a result of these discussions, the entry of lard into this large European 
market has met with fewer problems, and exports jumped significantly in 1959. 


TALLOW 
World situation 


World production of tallow and greases in 1959 was 7.26 billion pounds, com- 
pared with 6.55 billion pounds in 1958. The rise reflects an increase of 16 per- 
cent in U.S. output. Outside the United States, production also rose despite 
a decline in Argentine output. In 1958 the United States accounted for 49 
percent of the world total, compared with 47 percent the previous year. 


US. situation 


Apparent production of inedible tallow and greases in 1959 was 3,573 million 
pounds, compared with 3,077 million a year earlier. Domestic disappearance was 
below 1958 as the use of fats in feeds declined; however, exports were up 31 
percent. Stocks also rose during 1959. 

Prices (prime, inedible, Chicago) in mid-February 1960 averaged 4.9 cents 
per pound, compared with 6.5 cents a year earlier. U.S. exports, as a percent of 
the world total, rose to 68 percent in 1959 as compared with 61 percent the pre- 
vious year. 


Short-term outlook 


Tallow and grease production in 1960 is expected to total about 3,750 million 
pounds, about 175 million above last year. Prospects suggest inedible tallow 
prices in 1960 will continue to average below 1959. Exports are expected to 
show a further substantial rise in 1960. 

Long-term outlook 

U.S. production of tallow and greases will likely continue to rise during the 
next several years as the upturn in the cattle slaughter cycle continues. Long- 
run prospects for U.S. exports are also favorable, but foreign demand hinges to 
some extent on how fully foreign purchasers shift from existing utilizations to 
alternative utilizations. In the United States, declining use in soap has been 
partially offset by increased utilization in feed, fat splitting, and other products. 
If this situation occurs in major importing countries, prospects are bright for a 
continued high level of imports from the United States. The removal of import 
restrictions by Japan will likely reduce the competitive advantage of Australia 
and New Zealand in the large Japanese tallow market. 


Plans 


To continue efforts to promote soap consumption in major tallow import mar- 
kets; to promote research on and increased utilization of tallow as a component 
in feeds in various foreign areas; and to keep the U.S. industry informed as to 
competitive problems and opportunities in foreign markets. 


ToBAcco 
1. World situation 


(a) Production.—World tobacco production in 1959 at nearly 8.5 billion pounds 
Was about 1 percent larger than the 1958 harvest but 2 percent smaller than in 
1997. Production in the United States in 1959 at 1,800 million pounds was about 
+ percent larger than in 1958 principally due to increased crops of Burley and 
lire-cured leaf. Flue-cured production was about the same in both years. The 
United States, as usual, was the world’s largest tobacco producer in 1959 with its 
crop equal to about 21 percent of the total world outturn. 

_ Cigarette tobaccos continued as the most important kinds in world production 
in 1959. Combined world crops of Flue-cured, light air cured, and oriental ac- 
counted for 57 percent of the total. Flue-cured, as usual, was the most impor- 
tant kind grown in 1959, accounting for 34 percent of world production. The 
U.S. share in world Flue-cured production was 37 percent in both 1958 and 1959 : 
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however, in 1950—54 the U.S. portion of the world Flue-cured crop was 52 percent, 
In 1959 the Federation of Rhodesia and Nyasaland, our principal competitor in 
world Flue-cured trade, grew a record crop—195 million pounds. India also had 
a larger Flue-cured crop in 1959 than in the previous year but unfavorable 
weather conditions reduced Canada’s crop to only about 140 million pounds 
compared with 181 million in 1958. World production of oriental leaf in 1959 
was 6 percent larger than in 1958 with increases in Turkey and Yugoslavia off. 
setting drops in several other oriental tobacco-producing countries. Expansion 
in foreign tobacco production and increased competition for world markets cap 
be expected. 

(b) World consumption.—World output of cigarettes continues to rise ata 
rate of about 4 to 5 percent per year. Filter-tipped brands are gaining a larger 
percentage of the market not only in the United States (about 50 percent filters) 
but also in important tobacco-consuming countries in Western Europe.  Increas- 
ing cigarette consumption is likely to result in an even more important position 
for light cigarette tobaccos in world trade in the years immediately ahead, 
Currently, about 80 percent of world exports consists of light cigarette leaf— 
Flue-cured, light air cured, and oriental. 

(c) World trade.—Free world tobacco exports in 1959 are believed to have 
been about the same as in 1958—close to 1,500 million pounds. U.S. exports in 
1959 dropped 3.5 percent below those of 1958 and continued the downward trend 
of recent years. For calendar 1959 U.S. exports approximated 32 percent (based 
on preliminary information) of the free world total compared with 33 percent in 
1958 and with an average of 38 percent during 1950-54. Most of the gains in 
recent years have been made by our principal] competitors in world trade—the 
Rhodesian Federation, India, Canada, Turkey, Greece, and Yugoslavia. Tobac- 
co exports of Soviet bloc countries move largely to other countries within the 
bloc area. 






























2. U.S. situation 

(a) Prices.—U.S. prices for 1959 crop Flue-cured averaged about the same 
as for the 1958 crop. Average burley prices for the 1959 crop dropped about 9 
percent—due to both lower quality and also slightly lower prices by grade 
U.S. tobacco price levels, however, continue to encourage larger production 
abroad. Generally, U.S. prices for better grades of cigarette tobacco are no 
higher than those for similar quality produced abroad. But U.S. prices are | 
higher for low and medium qualities desired by a number of important foreign | 
markets. 

(b) Supplies—There are ample supplies of U.S. tobacco available for both 
domestic use and export. For some kinds of tobacco, however, there are in- 
sufficient quantities of all grades to meet current demand. 

(c) Quality.—U.S. tobacco has long been recognized as possessing the quality 
characteristics most desired by importing countries. In recent years, however, 
the U.S. grower has tended to emphasize production volume at the expense of 
quality maintenance. Some less desirable varieties of tobacco have been grown— 
without the flavor and aroma usually associated with U.S. leaf. Certain cultural 
practices including too close planting, excessive use of fertilizers and irriga- 
tion, and application of certain chemicals in sucker control also appear to have 
resulted in some drop in quality. At the same time, more effective research. 
better varieties and improved cultural practices and grading methods abroad 
have improved the quality of competing tobaccos. 

(d) Current export situation.—In fiseal 1959 U.S. exports of unmanufactured 
tobacco totaled 473 million pounds (export weight)—the same as for fiscal 
1958. The valuation of fiscal 1959 exports was $350 million—2 percent greater 
than those for 1958. Current forecasts place fiscal 1960 exports in the range 
of 460 to 465 million pounds. 

Favorable factors continue to slow the downward trend in U.S. tobacco exports 
in spite of many hindrances. The gold and dollar reserves are increasilé 
abroad—particularly in a number of important tobacco-importing countries 
Cigarette consumption abroad, as mentioned, continues upward. U.S. average 
price levels for Flue-cured and burley did not increase in 1959. There is likely 
to be less tobacco available for export this year in the Rhodesian Federatio 
and Canada. A new price-support measure signed by the President on February 
20, 1960, to stabilize tobacco price supports, this year at the 1959 levels and t0 
minimize adjustments in support levels thereafter, will serve as an inducement 
to foreign importers to purchase more tobacco here. 
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Recently the United Kingdom eliminated controls on imports of light tobaeces 
from the dollar areas. Some immediate benefits are expected, if the U.S. 1960 
crop is suitable, as several United Kingdom companies have low stocks of U.S. 
leaf. On the other hand, various trade barriers (including high tariffs) continue 
to hamper U.S. exports and large supplies of competitive leaf are available for 
export abroad at prices generally below those for most grades of U.S. leaf. On 
the balance, it is likely that U.S. tobacco exports in calendar 1960 will be at least 
as large as those for calendar 1959. 


8. Short-term outlook 


Although exports should hold up well in 1960 it is likely that they will show 
further drops in the following short-term period. The absolute decline may not 
be large, but the U.S. share in world trade almost certainly will continue down- 
ward. 

Much of the world is not a free market for tobacco. There are economic and 
political alliances of countries which are major tobacco producing and importing 
areas. Continued emphasis is placed by some countries on imports of tobacco 
from other areas which provide outlets for manufactured goods. Consequently, 
trade barriers of various sorts continue to place U.S. tobacco exports at a dis- 
advantage vis-a-vis other competing countries. 

Title I of Public Law 480 continues as an important means of making exports 
to those countries whose dollar availabilities otherwise would not permit pur- 
chase of desired quantities in the United States. This program is used only in 
instances which result in no loss of sales through regular commercial channels. 
Regular commercial sales of tobacco (outside of Government programs) in fiscal 
1959 accounted for $317 million, or about 91 percent of the total export value of 
$350 million. 


4. Long-term outlook 

Substantially larger world consumption should assist in raising the level of 
U.S. exports over the longer term period. The U.S. share in total world exports, 
however, is likely to continue downward gradually. 

5. Plans 

FAS will prepare and publish spot news items believed to be of interest to U.S. 
tobacco growers and exporters. Circulars will be disseminated to the trade and 
other interested parties covering complete details of U.S. exports and imports, 
international trade, consumption and world tobacco production, by kinds of leaf. 
Other circular material will be issued as necessary to keep the industry informed 
with respect to developments affecting U.S. export prospects. 

It is planned that tobacco marketing specialists will visit our important to- 
bacco markets in Europe and the Far East. These specialists will check on 
progress of tobacco market development projects, problems relating to Govern- 
ment trade programs and work on other problems related to expanding the regu- 
lar, commercial market for U.S. leaf. 

Tobacco promotional projects will be extended in Japan, Thailand, France, and 
Burma. New promotional projects will be undertaken in countries where such 
projects offer an opportunity for expanding the market for U.S. leaf. Other 
types of projects that will be undertaken during fiscal year 1961 include (1) 
on-the-spot market surveys: (2) visits of foreign tobacco officiais to the United 
States; and (3) tobacco exhibits at international trade fairs. 

Public Law 480 and other trade programs will be used to the maximum practi- 
cable extent to assist in expanding exports of U.S. tobacco. Circulars will be 
published summarizing activities under these programs. 

A competition specialist will make an on-the-spot survey of recent develop- 
ments affecting the competitive situation in the Federation of Rhodesia and 
Nyasaland and adjacent areas in southern Africa. The federation is the most 
important competitor of the United States in Flue-cured tobacco export trade. 
A survey will also be made in Canada, another principal competitor. 

Continuing efforts will be made to acquaint the U.S. industry with the prob- 
lems it faces in connection with the proposed Common Market tariff of 30 per- 
cent ad valorem. Work in connection with the removal of other trade barriers 
will be continued. 


6. Accomplishments 


(a) United Kingdom removes restrictions on tobacco from dollar areas.—The 
removal of United Kingdom restrictions on imports of tobacco from the dollar 
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areas in late January 1960 should result in some immediate benefits if the 
U.S. 1960 crop is suitable. This action is the most important trade barrier re. 
moval affecting U.S. tobacco of the past 20 years. Complete free competition 
in the United Kingdom market cannot be attained, however, until United 
Kingdom tobacco manufacturers terminate the discriminatory guaranteed pur. 
chase arrangement now in force with the Rhodesian Federation and the prefer. 
ential tariff on Commonwealth tobacco is eliminated. 

(b) Burmese tobacco tariff reduced.—The tariff on tobacco imports into Burma 
was reduced in August 1959 from 200 percent ad valorem to 100 percent, largely 
through the efforts of the agricultural attaché stationed in Rangoon. This re 
duced duty plus the beginnings of a market promotion project in Burma under 
Public Law 480 should help to increase U.S. exports to that country. 

(c) Regular dollar sales continue to be maintained.—In fiscal 1959 regular 
commercial sales of tobacco abroad continued at a high level and represented 
about 91 percent of the total export value of unmanufactured tobacco. This level 
of regular commercial sales reflected the considered, judicious use of govern. 
ment programs in consummating tobacco export sales. 

(7d) Marketing specialists’ surveys in major markets.—In the fall of 1959, 
three marketing specialists surveyed the major markets in Europe and the Far 
and Middle East. These specialists worked on (1) supervision and plans rela- 
tive to market development projects; (2) problems relating to sales under 
Public Law 480 and other trade programs; and (8) other activities to promote 
the consumption of, and demand for, U.S. tobacco. 

(ce) Promotional projects continue to show results—The major cigarette 
brands, using U.S. leaf in Thailand and Japan, which are being advertised under 
market development projects, continue to have increased sales. These projects 
continue to be helpful in stepping up consumption of U.S. tobacco in these coun- 
tries. 

COFFEE 
World situation 

World production continues to increase much faster than consumption, and 
surpluses are still mounting. The 1959-60 supply, roughly 110 million bags 
(132.3 pounds), consists of a record 70-million-bag crop and a carryover of 
approximately 40 million. The 1959-60 consumption is tentatively estimated 
at 53 million bags. This indicates a carryover at the end of 1959-60, i.e. 
September 30, 1960, of over 55 million bags, equivalent to 114 years’ usual world 
exports. 


U.S. situation 

The United States produces only negligible amounts of coffee but is the world’s 
largest importer and consumer. Latin America is our principal supplier but 
Africa supplies a larger part of our needs than earlier. Imports increased to 23 
million bags in 1959, some 3 million bags above 1958. Some of this increase 
reflects higher consumption and the balance was used for building up stocks. 
The value of 1959 imports was $1.1 billion, somewhat below 1958 because of 
lower prices. Current consumption is approaching an annual level of 3 billion 
pounds. Some increase is still occurring in the use of soluble; more cups are 
obtained per pound of green coffee via the soluble route. The tendency to 
make “weaker” coffee, i.e., more cups per pound of green coffee still prevails 
although there was some evidence of a slowing up, or even reversing of the trend 
toward “stretching” coffee during the year. 
Short-term outlook 

Barring some unforeseen development, there is every indication that world 
production will continue to increase faster than consumption, at least, for the 
next several years. This means a further accumulation of surpluses. The 
marketing problems associated with the big coffee surpluses have economic and 
political significance. The present International Coffee Agreement provides 
1959-60 export quotas for the signatory countries, which include all major 
exporting countries in Latin America and the French and Portuguese export- 
ing territories in Africa. Also, the United Kingdom and Belgium signed s0- 
called declarations of intent for their African territories to withhold specified 
amounts of coffee from export channels this season. These declarations were 
attached to and became a part of the agreement. 
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Long-term outlook 

Coffee-producing countries are discussing and have taken very limited steps 
aimed at diversifying their economies so as to minimize the dependence for 
exchange to such a large degree on coffee. Any further progress in this area 
would tend to alleviate the acuteness of the coffee problem. One of the key 
long-term objectives of the present International Coffee Agreement is that of 
working out programs to ultimately bring supplies and requirements more 
nearly in balance with a minimum of internal and political difficulties in the 
producing countries. Some preliminary progress is being made in this area as 
the service of an expert has been obtained to formulate and evaluate the in- 
formation required as a prerequisite to specific recommendations for curtailment 
of production. Even so, however, it appears probable that supplies will exceed 
requirements for many years. 


Plans 

In addition to the present regular lines of activity, including the preparation 
and dissemination of world production estimates each quarter, it is planned to 
broaden certain phases of our work. Emphasis will be placed on collecting and 
analyzing trade and other check data which are used in checking the level of 
production estimates. Efforts will be made to further refine the present esti- 
mating techniques and develop additional ones, as time and personnel permits. 
The use of production estimates of the Foreign Agricultural Service for quota- 
setting purposes in international coffee agreements complicates and adds im- 
portance to our estimating program. 


Accomplishments 

The increasing interest in and use of coffee statistics has placed additional 
demands for the type of factual and interpretive statistical data prepared and 
disseminated in regularly scheduled and voluntary reports. Since July 1958, 
representatives of the Foreign Agricultural Service have attended meetings of 
the International Coffee Study Groups, as observers, and contributed such fac- 
tual and statistical information as appropriate. The meetings are currently 
being held more frequently and requests for information increasing. The aim of 
these meetings is to study the coffee problems, emanating from the buildup in 
surpluses, and to develop programs, including international agreements, to at- 
tack the problems. In this work, unbiased and reliable basic statistics are very 
important and the Foreign Agricultural Service is looked upon as being the 
agency to supply such material. 

TEA 

World situations 

During 1959 world tea production, excluding U.S.S.R. and Communist China, 
is estimated at 1,671 million pounds. This is 17 million pounds greater than 
1958 production and 24 percent above the average annual production of 1,345 
nillion pounds during 1950-54. The International Tea Agreement which expired 
in 1955 has not been renewed, prospects for renewal do not appear bright. 

India and Ceylon continue to rank as the largest producers and exporters of 
tea. During 1959 both countries maintained high levels of production. In 
Africa, a continued and gradual inerease in tea production is taking place. 
Production in 1959 was almost five times as large as the average during 1935 
39, but Africa’s total still amounts to only a little over 5 percent of the world 
total. 


U.S. situation 

There is no commercial production of tea in the United States and we import 
all that is used. During 1959 the United States imported 109.7 million pounds 
of tea compared with 103.4 million in 1958 and 102.3 in 1957. While there have 
been increases in the total quantity of tea imported, these have generally been 
overshadowed by increases in population resulting in a relatively stable per 
capita consumption of about 0.6 pound per person during the past few years. 


Outlook 


World production of tea during the next few years is expected to remain at 
about current levels or increase somewhat. In India and Ceylon production has 
been at record levels for the last few years and may decline slightly. In Africa, 
however, with acreage already planted coming into production and more being 
planted an increase in output is expected. Argentina has a new tea industry 








and production could rise considerably if modern processing machinery is | 


introduced into that country. 
Plans 


The collection and dissemination of world statistics on tea will be continued 
and expanded where practical and feasible. 


Accomplishments 


During 1959 all regularly scheduled reports were completed and additional 
information supplied as requested. In addition an article on U.S. tea imports 
Was written and published in “Coffee and Tea Industries.” 


CACAO 
World situation 

Cacao production increased considerably during 1959, while consumption 
showed only a very slight increase. This resulted in some increases in stocks, 
The decreased usage during the first half of the year was halted and reversed 
during the last half of the year. Prices for cocoa beans remained very stable 
during 1959 until the harvest of the new crop began in October. Reflecting 
larger availabilities, the average New York wholesale price for the year 1959 was 
36.6 cents per pound, compared with 44.3 cents in 1958. 

The 195960 crop is estimated at a record 2.1 billion pounds, as conditions 
for production through 1959 were exceptionally good in most of the producing 
countries. This estimate compares with a relatively large 1958-59 crop of 1.97 
billion pounds and a 1957-58 production of 1.74 billion. It appears that a 
concerted effort is being made to increase cocoa production in a number of the 
producing areas of the world. 

U.S. situation 

The 1959 utilization of cocoa in the United States was about 7.5 percent above 
1958. The cocoa bean grind in 1959 was 10 million pounds less than in 
the previous year, but imports of products (cocoa bean equivalent basis) were 
about 56 million pounds higher. The largest increase in product imports was 
cocoa cake. 

Imports of cocoa beans during 1959 amounted to 483 million pounds. This was 
31 million pounds above grindings and resulted in year-end stocks being built 
up toa higher level. The United States consumes about 30 percent of the world’s 
cocoa, and imports all of its requirements. 


Short-term outlook 

Cocoa production for the 1959-60 year will considerably exceed consump 
tion. Stocks at the end of 1960 will probably be about 200 million pounds 
higher than at the end of 1959. World consumption is expected to be stimulated 
by lower prices, but likely will not reach a level as high as the 1959-60 record 
production. 


Long-term outlook 

It now appears that we are entering a period of larger cocoa production. 
Generally, there has been a rather delicate balance between supply and demand. 
Spray programs and improved cultural practices in several of the larger produc- 
ing countries are just now beginning to increase yields. The record crop of 
1959-60 is not a one year phenomenon, but rather reflects the beginning of a 
probable upward trend in production. Increases in population and improve 
ment in economic conditions, should contribute to a stronger demand for cocoa. 


Plans 

The world cocoa bean supply and demand situation will be analyzed on a con- 
tinuing basis, and information disseminated as feasible. Work and cooperation 
with international agencies on various aspects of cocoa will be continued. 
Accomplishments 

Participation in FAO Cocoa Study Group activities was continued during 
1959. Forecasts of world production were made twice during the year, and two 
cocoa-bean circulars on world production and trade were published. Pertinent 
information of a current and timely nature was published in “Foreign Crops 
and Markets.” Numerous requests were answered during the year regarding 
the world cocoa-bean situation. 
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SUGAR 
World situation 

Although the control of U.S. sugar supplies under the quota provisions of the 
U.S. Sugar Act kept domestic prices for sugar on a relatively stable and satis- 
factory level in 1959, prices for sugar on the world export market declined to 
the lowest level in many years, Sharply reduced sugar production in the cur- 
rent campaign in several European countries as a result of serious drought has 
done little more than alleviate the high level stock position in that area resulting 
from the bumper sugar-beet crop in 1958. World production of sugar in the 
current campaign is now expected to be only about 2 percent below the record 
of 55.6 million short tons of centrifugal sugar produced in 1958—59. 

World consumption of sugar has been increasing both in total and on a per 
capita basis, but has not kept pace in the last year or two with rapidly rising 
production. Stocks of sugar have built up. New and expanded sugar mill fa- 
cilities in several countries have recently been built and others are planned, 
primarily in countries which have not yet reached self-sufficiency in sugar pro- 
duction. At the same time, production is being limited in many other countries 
as self-sufficiency is attained or as export markets dwindle. 


U.S. situation 


U.S. continental requirements for sugar in 1960 have been determined by the 
Secretary of Agriculture at 9.4 million short tons raw value, the same as the final 
adjusted level for 1959. At the present time there seems little doubt of the 
physical ability of the U.S. suppliers of sugar, both domestic and foreign, to 
furnish their respective quota shares in our total requirements, as provided in 
the U.S. Sugar Act. This act expires at the end of calendar 1960. Much interest 
has been expressed by many countries in the possibility of obtaining a share, 
or an enlarged share, in any future U.S. sugar quotas; domestic producers like- 
wise hope for larger quotas. 


Short-term outlook 

Assuming no major upset in weather or international relationships, prices 
for sugar in the world export market in 1960 probably will not rise much above 
present levels. Sugar prices in the United States will continue to remain rela- 
tively stable on a level somewhat above world market prices. 

The International Sugar Council is seeking to inject some strength as well as 
stability in the world market by reduction of export quotas, but is limited in 
its actions not only by the terms of the International Sugar Agreement but also 
by the difficulty in practice of securing unanimity among Council members as to 
the action to be taken. Recently, effective export quotas of the larger exporting 
members have been reduced to 85 percent of their basic export tonnages. But 
there are indications that recovery in world export prices may now depend as 
much upon sales policies adopted in larger exporting countries as upon any slight 
further reduction in quotas possible under the agreement. 


Long-term outlook 


World production of sugar probably will resume its upward course after the 
involuntary interruption of the 1959-60 season resulting from the drought in 
parts of Western and Eastern Europe and the U.S.S.R. With expansion in sugar- 
mill facilities still continuing in many countries seeking self-sufficiency in sugar 
supplies, it seems likely that during the next 5 to 10 years total sugar production 
will expand faster than export opportunities in spite of growing population 
and rising per capita consumption. With per capita utilization of centrifugal 
sugar in the United States at a relatively high and stable level, further use of 
sugar in this country waits primarily upon population growth. 

As a larger proportion of the world’s population achieves greater industrializa- 
tion, the use and manufacture of noncentrifugal sugar is expected to gradually 
give way to that of centrifugal sugar, generally preferred when available at 
Teasonable cost. 


Plans 


FAS will continue its established series of reports on world production, stocks, 
and trade in sugar and related products, including molasses and honey, and will 
broaden and improve its reporting and analyses of supplies and distribution, 
country by country and area by area, as fast as limitations of data and personnel 
permit. Analyses of trends and capabilities in potential foreign sources of sugar 
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supply for the United States will be one of the first steps in this broadened 
coverage. 


Accomplishments 

The reporting of carryover stocks of sugar in major countries, which was 
resumed in 1959 after a lapse of several years, was expanded in early 1960 to 
include 17 countries which collectively account for more than 70 percent of world 
annual exports. At this writing work is nearing completion on a circular pre- 
senting production and trade in honey in all important countries, in response to 
strong interest displayed by American producers in foreign trade possibilities, 
These, of course, are in addition to meeting our regular schedule of world reports 
on production and trade in sugar and related products, including molasses and 
honey. 

PEPPER AND OTHER SPICES 


PEPPER 

World situation 

World pepper production during 1959 is estimated at 149.5 million pounds, 
the lowest level since 1955. Even so, supplies were adequate for world needs. 
Indonesia, the largest exporter, and India, the largest producer, maintained 
production at about the level of the preceding year. Sarawak, however, for the 
third straight year registered a decline during 1959. This is believed to have 
been the result of low prices during the first 7 months of 1959. Prices, however, 
rose significantly during November and December of 1959. 


U.S. situation 

U.S. imports of black and white pepper during 1959 totaled 37.6 million 
pounds, slightly below the 38 million imported in the previous year. Even though 
imports were down slightly last vear, there appears to be an upward trend in 
U.S. pepper use. Imports during the 5-year period 1946-50 averaged 28.3 million 
pounds per year: during 1950-54 this average was 30.8 million pounds and during 
1955-59 it was 37.1 million. 
Outlook 

World pepper production during the next few years will probably remain at 
about current levels or increase slightly. Some increase in production may be 
expected in Sarawak, in view of more favorable prices. But Indonesian produc 


tion has been at a high level and could decline somewhat. Prices which had | 
drifted down since 1951 began to rise in late 1959 and if this should continue it | 


could provide an incentive to increase production. 
Plans 
World statistics on pepper will continue to be collected and disseminated. 


Accomplishments 
During 1959 all regularly scheduled reports were completed and additional 
information supplied as requested. 


OTHER SPICES 
Situation and outlook 

Other than black pepper, the most important spices in the United States are 
cinnamon, paprika, garlic, chili powder, nutmeg, cloves, red pepper, oregano, 
and parsley flakes. Originally the spice group included only the tropical spices 
such as cloves, cinnamon, and the others in this group. But over the years the 
word “spice” has come to include the aromatic seeds, herbs, and capsicums, 
which can be grown successfully in the Temperate Zone. 

Cinnamon is the most important baking spice in the United States, We im 
port two kinds, cassia from Indonesia and “true” cinnamon from Ceylon. The 
latter is more mild and favored in other parts of the world. 

Ginger accounts for about 3 percent of our total spice imports. Jamaica, 
India, Sierra Leone supply most of our requirements. 

Mace and nutmeg are the only two spices that grow naturally as the fruit 
from the same tree. Granada and Indonesia are our principal sources. The 
hurricane of 1955 destroyed many of the trees in Granada and production has 
declined. In Indonesia, attempts are being made to increase output. 

Total U.S. usage of spices is difficult to estimate. But imports, together with 
such estimates as are available for domestic production, give some basis for 
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preparing estimates. We probably use 160 to 170 million pounds of spices 
annually, compared with about 100 million pounds during the 1930's. 


Plans and accomplishments 


It is planned to continue collecting information about the many spices enter- 
ing world trade as it becomes available, and to disseminate this information 
through Foreign Agriculture publications. An article dealing with U.S. spice 
imports appeared in the January 1960 edition of Foreign Agriculture, and a 
story dealing with vanilla beans is slated for a later issue. 


VANILLA BEANS 
World situation 

World production of vanilla beans during 1959 is tentatively estimated at 1.8 
million pounds, down slightly from the 1.9 million pounds produced during the 
previous 2 years. Most of the world’s vanilla beans are produced in Madagas- 
car, Mexico, and Tahiti. Smaller quantities come from Indonesia, Guadeloupe, 
Dominica, Seychelles, Comora, and Reunion. Estimates for production are 
based on exports from the producing countries since only small quantities of 
vanilla beans are consumed in the growing areas. 

Vanilla bean production during the prewar period of 1935-39 averaged about 
1.6 million pounds per year and then increased to 2.5 million during 1946-50. 
However, the 1950-54 average was down to 2 million pounds and during the 
4 years since 1955 production has been less than 2 million pounds. Disease 
has been a major factor in limiting increased production. Root-rot disease 
annually takes a heavy toll of vanilla. 

U.S. situation 

The United States is the world’s largest market for vanilla beans, and during 
recent years this country has taken more than 60 percent of the world total. 
The increase in the use of pure vanilla in this country has been limited by a 
much larger use of synthetic vanillin. Production of the synthetic product 
increased from 605,000 pounds per year during the 1935-89 period to well over 
a million pounds during 1959. Prices for the synthetic product have remained 
at about $3 per pound for several years while vanilla bean prices have fluctu- 
ated widely and a January quotation placed them at $15 per pound. 

Outlook 

Until a means of controlling the root-rot disease of vanilla is found, it appears 
that production will continue at about current levels. While high prices tend 
to stimulate new plantings and more care, it also increases the incentive to 
pollinate more flowers in order to give larger harvests and this has a detrimental 
effect on the plant. Too, as long as prices remain high, synthetics will continue 
to be used in increasing amounts. 


Plans and accomplishments 
The collection of statistics on vanilla beans is being expanded and informa- 


tion will be disseminated as it becomes available. Currently, a story is being 
prepared for the publication Foreign Agriculture. 


VEGETABLE Firsers (Except Corton ) 
World situation 

Total 1959 production of the principal fibers of this group was little different 
from 1958. Gains in abaca and henequen nearly outweighed decreases in 
sisal. Jute production decreased slightly. Demand for most fibers was good 
throughout the year, and stocks were reduced in sisal, flax, and certain better 
ee of jute. Some orders for sisal are reported made for delivery as late 
as 1961. 

Large farm crops in both Europe and the Americas in 1959 caused unusually 
large demand for twine and bag fibers. However, lower prices for fiber in 
preceding years had forced some growers to close out their plantations of hard 
fibers and reduce plantings of jute in the major producing countries. 

The unusual peacetime situation of strong demand, coupled with threatened 
shortages, especially in better grades of fibers forced the average prices of 
Sisal, henequen, and abaca to the highest levels since the Korean conflict. 

Production in millions of pounds for 1959 (early estimates) and 1958, re- 
Spectively, was: Sisal 1,200 and 1,229; abaca 227 and 212; henequen 316 and 
309; and jute 4,566 and 4,666. Flax production outside the Soviet Union con- 
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tinues low. Output of hemp and kenaf is increasing. There are no significant 
changes in the output of other fibers. 


U.S. situation 

The United States depends on imports for its entire supply of cordage fibers 
and jute, and for almost all of the other vegetable fibers except cotton. The 
United States is in competition with the rest of the consuming world for the 
grades of both hard and soft fibers that are now in tight supply. Annual im- 
ports of these fibers and their manufactures average around $200 million al 
though use of competitive synthetics is increasing. The 1959 imports included 
69,000 long tons of raw jute (principally from Pakistan), and large quantities 
of jute burlap and bags (principally from India). The increase in raw jute 
imports over 1958 was 31,400 tons at $4 million. 

Aggregate imports of sisal, abaca, and henequen in 1959 were 165,000 tons 
valued at $37 million, compared with 158,000 tons at $31 million in 1958. Sisal 
decreased from Brazil and Haiti, but increased from east Africa. Total sisal 
imports of 87,400 tons at $14.1 million were 9,500 tons smaller but the value 
$580,000 higher. Henequen imports (principally from Mexico) increased by 
17.500 tons and $3.9 million to totals of 37,800 tons at $6.5 million. Abaca im- 
ports (principally from the Philippines) were 40,200 tons at $16.2 million, or 
nearly 1,000 tons less but $1.5 million more than in 1958. 


Short-term outlook 


The small increase in sisal and henequen that would be possible in the near 
future is no more than enough to keep up with the current unusually high 
peacetime demand, and the tight supply of some grades is not expected to 
improve immediately. Although the Philippines increased its abaca production 
in 1959, the 1960 world output will be decreased by the closing down of all 
Central American plantations. Demand is expected to keep abaca in short 
supply in spite of substitution of other fibers because of the relatively high 
price of abaca. Jute production was down in 1959, and early estimates indicate 
a further drop in 1960. The upward price trend of fibers in 1959, which 
reversed the generally weakened levels of 1958, shows little signs of weakening 
in the near future. 


Long-term outlook 

Hard fibers are produced from perennial plants and production is relatively 
stable. Fiber cannot be obtained for several years after new plantings are 
made. Weakening prices during past years have adversely affected production. 
Continuation of the current strong demand could have little real effect on 
increasing production for some time, Consumption of hard fibers for other 
than agricultural uses is increasing. Current favorable prices may result in 
growers increasing new plantings for future fiber output, but supply of the most 
desired grades of hard fibers is expected to remain somewhat scarce for awhile. 
Prices for these grades, especially, are expected to remain firm. 

The quantity of raw jute supplemented by kenaf is expected to be sufficient 
to meet demand, but the supply of better grades may continue searce. Pakistan 
has abolished jute acreage control. Although first estimates of acreages indicate 
a further drop in production in 1960, the favorable price of fiber could encourage 
more plantings later. Current emphasis in producing areas on better quality 
of fiber may help in time to relieve some of the scarcity of these grades. 

Recent increased consumption is believed to have tempered the declining 
market for flax fiber. Acreages have been declining rapidly in the principal flax 
fiber areas of Western Europe. Stocks are now reduced, and Russian supplies 
have tapered off. Higher prices may tend to slacken the downward trend in 
production, but may at the same time discourage consumption. No marked 
revival is expected in the flax industry. 


Plans 


Publication and dissemination of information on world production of the 
principal vegetable fibers except cotton, and pertinent trade. price, and develop 
ment information will be continued. The studies on quantities and values of 
imports of vegetable fibers, and the development of kenaf will be brought up to 
date and published. More research will be made on availability of flax and 
the minor vegetable fibers, and results will be published as studies are completed. 
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Accomplishments 

In addition to regular scheduled work, including contributions for interna- 
tional agency studies, the following nonscheduled publications were prepared : 
(1) Two circulars were published on kenaf development and its competition 
in the world market. (2) A magazine article was published on our fiber imports. 
(3) A statistical study of U.S. vegetable fiber imports was brought up to date 
and the new material published. (4) News items were published on develop- 
ments of various fibers in 14 countries. (5) Information was furnished for 
magazine articles on the flax industry in Europe, and on Indonesian kapok. 

Mr. Wuirren. Gentlemen, I wish to thank you for this presentation 
and we do feel that you are doing a good job. Certainly there is real 
need for this job. 

Mr. Mitier. Thank you for that statement, sir. We would like to 
say we appreciate the opportunity to come before the committee again 
this year as we always do, and we are happy that we can present this 
optimistic outlook. 

Mr. Wurrren. Thank you a lot. 


Turspay, Marcu 1, 1960. 
COMMODITY EXCHANGE AUTHORITY 
WITNESSES 


CLARENCE L. MILLER, ASSISTANT SECRETARY OF AGRICULTURE 

ALEX C. CALDWELL, ADMINISTRATOR, COMMODITY EXCHANGE 
AUTHORITY 

ARTHUR R. GROSSTEPHAN, DEPUTY ADMINISTRATOR, COMMODITY 
EXCHANGE AUTHORITY 

DANIEL A. CURRIE, ASSISTANT TO THE ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 





1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 


1, Licensing . 4 ee a ae $57, 898 | $60, 600 $61, 000 
2. Supervision of futures tre iding__ bad ; — 465,057 | 481,000 | 484, 500 
8. Audits. .._. iced). dest aha péénnoteddee nese | 206, 303 | 199, 300 | 200, 800 
4, Investigations SE SSE eee ey Cree 167,772 | 168, 600 195, 025 

Total Wrverani Costs wa. A lk esi... 897, 030 909, 500 “941, 325 


5. Relation of costs to obligations: Costs financed from ob- | 
ligations of other years (unpaid undelivered orders), 




















eae ke Pea ee ee ee —2, 045 | Sho pe eee ete 

pashan eb SCENE a che bMS gL 
J Total program (obligations) ---.--.....-..-------- } 894, 985 | 909, 500 941, 325 
Financing: Unobligated balance no longer avail able___.- MiMi cvunwgemmenas a hahliadieik canine 
New obligational authority. ........-.....-.-.--.-.--- a 895, 500 909, 500 941, 325 

New obligational authority: bh 
MDIMOIOINGION A. J5.ciec tbls tb Jil tts AIR uy 832, 000 | 909, 5 941, 325 

Transferred from ‘‘Conservation reserve program,’’ Com- 

modity Stabilization Service (73 Stat. 51)........------.] OR OOP ho dssdexecinwen |-------------- 
SCOR ROR (AR ELOG) «2. ccniscscescenceessenneneun 895, 500 909, 500 941, 325 


—_——.. 








! Includes capital outlay as follows: June 30, 1959, $2,418; 1960, $2,500; 1961, $2,500. 













Object classification 


19459 actual 1960 estimate | 1961 estimate 


Total number of permanent positions aie : cde 134 128 132 
Full-time equivalent of all other positions ‘ . l 1 l 
Aver ige number of all employees 123 | 122 125 
Number of employees at end of year 7 Pes 120 120 | 124 
Average GS grade and salary._............-.--- execs] 21 $6,081 17.3 $6,259 | 7.3 $6, 315 


01 Personal services: 
Permanent positions : $765, 206 | $773, 000 $798, 200 
Positions other than permanent. 3, 153 3, 225 | 3, 275 


oo 





Other person il services 3, 202 3, 425 

Total personal services ‘ apes 771, 561 782, 500 804, 900 

02 Travel . a a Ss | 9, 922 10, 400 11, 300 
03 Transportation of things_- ; 1, 134 600 | 600 
04 Communication services 19, 514 20, 200 20, 200 
05 Rents and utility services : . 14, 285 12, 000 12, 000 
06 Printing and reproduction a cs 10, 799 11, 500 11, 500 
07 Other contractual services _. 7, 167 Y, 200 16, 125 
Services performed by other agencies i 2, 150 2, 200 | 2, 200 

08 Supplies and materials 5, 723 | 5, 900 5, 900 
09 Equipment : 2, 467 3, 500 3, 500 
11 Grants, subsidies, and contributions 49, 684 50, 800 52, 400 
13 Refunds, awards, and indemnities 5 : 475 600 600 
15 Taxes and assessments va Se 104 100 10 
Total obligations_ i ee pete 894, 985 909, 500 941, 325 


Mr. Wuirren. We turn now to the Commodity Exchange Au- 
thority. ; 

Gentlemen, I would like to have pages 494, 495, and 497 through 
505 of the justification inserted in the record at this point. 
(The pages referred to follow :) 


PURPOSE STATEMENT 


The Commodity Exchange Authority administers the Commodity Exchange 
Act of September 21, 1922, as amended. 

The major objectives of the act are to prevent commodity price manipulation 
and market corners; prevent dissemination of false and misleading crop and 
market information affecting commodity prices; protect hedgers and other users 
of the commodity futures markets against cheating, fraud, and manipulative 
practices; insure the benefits of membership privileges on contract markets to 
cooperative associations of producers; insure trust-fund treatment of margin 
moneys and equities of hedgers and other traders and prevent the misuse 
of such funds by brokers; and provide information to the public regarding 
trading operations and contract markets. 

The basic act, originally designated as the Grain Futures Act, conferred lim- 
ited authority with respect to futures trading in grains only. By amendment 
of June 15, 1936, its short-title designation was changed to “Commodity Ex- 
change Act,” and its regulatory provisions strengthened and extended to cotton, 
millfeeds, butter, eggs, potatoes, and rice. By amendment of April 7, 1938, 
wool tops were added to the commodities subject to the act; fats and oils, cof- 
tonseed, cottonseed meal, peanuts, soybeans, and soybean meal were added by 
the act of October 9, 1940; wool was added by enactment of Public Law 690 
of August 28, 1954; and onions were added by enactment of Public Law 174 
of July 26, 1955. Public Law 85-839, approved August 28, 1958, prohibited 
futures trading in onions effective September 27, 1958. 

These functions carried out under the act are performed through a Wash- 
ington office and five field offices, located in the commodity markets at Chicago, 
Kansas City, Minneapolis, New Orleans, and New York. On November 30, 
1959, the Commodity Exchange Authority had 118 full-time employees and 1 
part-time employee, 37 of whom were stationed in Washington, D.C., and 82 in 
the field offices. 


Appropriation : 
rE nO a as Solan sto aecin ep ianaleignion $909, 500 
aa aN aaa a a ee a ee eae 941, 325 











‘stimate 


$798, 200 
3, 275 
3, 425 
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Salaries and erpenses 


Appropriation act, 1960 and base for 1961_------------------------ $909, 500 
TRICE GSE NE Da ck uc recente eden esaasa eee 941, 325 
NN a a os ao: a ere tn a as cue apace hee i pe Saceae +31, 825 


SUMMARY OF INCREASES, 1961 


Increase to expand and accelerate investigation and elimination of 


abuses and unlawful market practices__........... i... +25, 225 
Increase for employee health benefit costs pursuant to Public Law 
BORO ee aes wien cede taeda euw em eee eee eo +6, 600 


Project statement 








| | 
| Increases 
1960 +. +. ee Fo ohne er 1961 
Project | 1959 | (estimated)| Health ben-| | (estimated) 
| | efit costs | Other 
(Public 
= | Law 86-382) | 
1. Licensing. peal $57, 738 | $60, 600 PENG annotate $61, 000 
g: Supervision of future s trading___- cise 463, 881 481, 000 | +3, 5 484, 500 
3. Audits ; eas cote mie 205, 945 | 199, 300 +1, é 200, 800 
4. Investigations Ga aaantet iene si 167,421 | 168, 600 +1, 195, 025 
eabeictigd fo ee. do os __.....| 894,985 | 909, 500 +6, 6 | 941, 325 
Unobligated balance ace aaah es 515 Sew ea oo [oars wnnnee ae feqanan eo 
Total health benefit costs (P ublic ic ~ Law | | 
86-382 Se ee eae oho xa cee on |[-- -li{ +6, 600) | I +225]/[ +6, 825) 
Total availa ble or estimate. __- -| "895, 500 | 909, 500 | +6,600 | +25, 225 | 941, 325 
Transferred from ‘‘Conservation reserve | | 
program, Commodity Stabilization | 
ee a diacnadudwars —63, 500 
Total appropriation or estimate....-- 832, 000 | 








1 Represents obligations. Applied costs for 1959 are $897,030. The difference of $2,045 represents pri- 
marily the excess of printing, binding, and equipment used in 1959 over orders placed in that year. 


STATUS OF PROGRAM 
Objectives and functions 

The major objectives of the Commodity Exchange Authority, in the enforce- 
ment of the Commodity Exchange Act, are to maintain fair and competitive pric- 
ing in the commodity futures markets by preventing manipulation and other 
abusive trading practices. Enforcement of the Commodity Exchange Act re- 
quires supervision over 16 commodity exchanges designated as contract markets. 
Enforcement is a continuous process involving the following functions : 

1. Market designation and broker registration.—(a) Designation of commodity 
exchanges as contract markets; (‘}) annual registration of futures commission 
merchants and floor brokers; and (c) continuing review of exchange rules and 
regulations. 

2. Supervision of futures trading.—(a) Audit, tabulation, and review of re- 
ports required from futures commission merchants and large traders; (b) 
analysis of current market data; (c) establishment, enforcement, and review 
of speculative limits; (d@) review of market news and letters; (e) maintenance 
of a quotation and ticker service; (f) analysis of cash commodity transactions ; 
(g) cooperative activities with control committees of contract markets; (h) 
observance of floor trading; and (i) compilation and publication of market in- 
formation. 

3. Prevention of misuse of customers’ funds—(a) Audit and examination 
of records of futures commission merchants to maintain segregation require- 
ments for protection of customers’ funds; and (b) analysis of brokers’ financial 
statements 

4. Investigation and control of trade practices—(a) Investigation of com- 
plaints and alleged and apparent violations; (b) trade practice audits and sur- 
veys; (c) investigation of delivery practices; and (d@) preparation and presenta- 
tion of evidence of violations in administrative hearings and judicial proceedings. 
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Current activities 

The market regulatory work of the Commodity Exchange Authority in the 
year ended June 30, 1959, applied to 16 commodity exchanges currently desig. 
nated as contract markets. These include the Chicago Board of Trade, the 
Kansas City Board of Trade, the Minneapolis Grain Exchange, the New York 
and New Orleans Cotton Exchanges, and the New York and Chicago Mercantile 
Exchanges. 

The agency supervised futures trading during the year in 21 commodities. In 
most of these, more than 1 exchange conducted trading in the same commodity— 
6 in wheat, 4 in oats, 3 in cotton, etc.—so that the total number of markets for 
individual commodities under regulation during the year was 44. The total 
trading volume supervised in all commedities amounted to 7.1 million transac. 
tions, with the value of trading estimated at $26.8 billion. 

The largest volume of trading under regulation was in wheat, followed by soy- 
beans and corn. The trading volume in grains decreased as compared with the 
previous year, but hedging in grains by merchandisers and processors continued 
at very substantial levels, and hedging in soybeans, soybean oil, and wool wag 
the largest on record. 

The regulatory workload of the agency was increased during the year by the 
inauguration of futures trading in additional contracts or delivery months for 
three commodities—wheat, lard, and potatoes. 

The year was marked by substantial activity in the suppression of price manip- 
lation. In four major price manipulation cases concluded—all of which had been 
vigorously contested and one case carried to the Supreme Court—the Govern- 
ment’s charges were fully sustained and sanctions imposed on the manipv- 
lators. 

In other disciplinary proceedings under the act, sanctions were imposed for 
exceeding speculative limits, for misusing commodity customers’ funds, for 
trading against customers, and for failure to file required reports. 

Special investigations and market-analysis projects included an investigation 
of trade practices in Chicago rye futures, a survey of the activities of com- 
modity counselors, intensive surveillance of speculative activity in wheat futures, 
and comprehensive “position surveys” showing for selected dates the identity and 
commitments of all traders having open contracts in the Chicago egg futures 
market, the New York potato futures market, and the New York wool and wool 
top futures markets. 

In the maintenance of the agency’s system for obtaining basic data on current 
market operations through required reports from brokers and large traders, 
490,313 such reports were received, processed, and analyzed. 

Progress was made in liberalizing the reporting requirements applicable to 
several commodities. In the supervision of commodity brokerage activities, 
CEA registered 1,281 floor brokers and futures commission merchants. To safe 
guard the margin moneys and equities of commodity customers, the agency con- 
ducted 698 audits of the books and records of futures commission merchants. 
Selected examples of recent progress 

1. Manipulation cases successfully prosecuted.—The agency’s activity in sup 
pressing price manipulation was further strengthened during the year by the 
decisions in legal proceedings on four major complaints. In the lengthy proceed- 
ings on the charges that the Chicago egg market was manipulated in 1952, the 
principal defendants, after exhausting every means of defense afforded by the 
administrative process and appeal to the U.S. court of appeals, lost their final 
appeal on February 24, 1959, when the Supreme Court declined to review the 
ease. Sanctions were imposed on the two principal respondents, and 12 others 
were denied trading privileges. In administrative proceedings on another vigor- 
ously contested complaint charging egg price manipulation in 1953 and 1956, the 
charges were fully sustained and sanctions imposed on the principal respondents. 
Proceedings were also completed on two complaints against a large grain firm 
charged with manipulating Kansas City wheat prices in 1955 and Chicago corm 
prices in 1957. The respondents, after strenuously contesting charges for more 
than 2 years, waived further proceedings and consented to an order imposing 
sanctions. Charges of attempted manipulation of New York potato futures 
prices were also sustained in administrative proceedings, and sanctions were 
imposed. In the year’s most time-consuming case, involving a complaint charging 
a large cotton firm with manipulating New York and New Orleans cotton prices, 
the presentation of evidence was completed. 
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In other administrative proceedings during the year, the registration of a 
Chicago brokerage firm was revoked and its trading privileges suspended in- 
definitely for misusing customers’ funds; the trading privileges of a floor broker 
were suspended for 8 months for unlawfully trading against customers; and 
trading privileges of other brokers and traders were suspended for stated 
periods for various violations—exceeding speculative limits, failure to keep 
required records, failure to file required reports, and filing false reports. 

2. Developments in trading supervision.—The agency expanded the scope of 
its trading supervision to cover the rapid growth and record-hedging activity 
in the futures markets for wool and soybean oil, The trading supervision work- 
load was also increased during the year by the inauguration of futures trading 
in Long Island potatoes on the New York Mercantile Exchange, and in loose 
lard of the Chicago Board of Trade. Wheat futures trading on the Chicago 
30oard of Trade and the Kansas City Board of Trade, traditionally conducted in 
five futures, was extended to 7 delivery months. 

Supervision of wheat futures trading in the latter part of the fiscal year in- 
volved close watch on speculative trading in the 1959 March and May wheat 
futures on the Chicago Board of Trade. A large buildup of long speculative 
positions occurred in the March future, resulting in heavy deliveries. The CEA 
found evidence of concentration and control in the carrying of cash wheat de- 
livered on the March future, and in the sharp increase of long positions in the 
May future. The investigation was continuing at the end of the fiscal year. 

3. Marketwide surveys in four commodities.—The CEA made marketwide 
‘position surveys” during the year covering the names, addresses, and futures 
holdings of all traders in four selected commodities. A survey was made of the 
Chicago egg futures market as of the end of August 1958 in the light of heavy 
trading and erratic price moyements. A position survey of the New York potato 
futures market was made as of October 31, 1958. The composition of the in- 
creasingly active wool and wool-top markets was disclosed by a CEA survey as 
of the end of November 1958. 

4. Enforcement of speculative limits.—Daily speculative trading and position 
limits established by the Commodity Exchange Commission were in effect for 
grains, soybeans, cotton, eggs, and onions during fiscal 1959. Eighteen in- 
stances were found in which traders exceeded the limits. Speculative position 
limits were exceeded in 14 instances—3 in wheat, 1 in corn, 1 in rye, 2 in soybeans, 
and 7 in eggs. The remaining four instances concerned the daily speculative 
trading limits—all in eggs. Generally, the amounts by which the speculative 
limits were exceeded were small and the result of errors by traders. In all 
instances, however, the traders involved promptly reduced their positions. 

5. Supervision of anticipatory hedging—This phase of the regulatory work 
implements an amendment to the act which became effective September 22, 1956. 
Under this amendment, processors and manufacturers may purchase commodity 
futures in an amount not in excess of their anticipated requirements provided 
they made advance application to the CEA and meet other requirements. The 
supervision of anticipatory hedging involves analysis of the data submitted by 
applicant processors and manufacturers and continuing surveillance of their 
cash-commodity and futures positions. 

6. Reporting requirements liberalized—By amendment of the regulations, the 
minimum level for reporting traders’ positions in soybean meal was increased 
from 1,500 tons to 2,500 tons, in one future on one market. The reporting level 
for cottonseed meal was also increased from 1,500 tons to 2,500 tons. CEA 
regulations were also amended to reduce the amount of information which large 
grain merchants, processors, and dealers must report weekly regarding their 
cash-grain and futures positions. Under the amended regulations, data on 
futures positions are no longer required in these weekly reports.. 

7. Trade practices in rye investigated.—A “trade practice” investigation in 
rye futures on the Chicago Board of Trade was initiated during the year. The 
rye investigation covered all round-lot trades in the commodity during the last 
week of October 1958, when round-lot trading in rye amounted to 14 million 
bushels. The investigation showed a high degree of concentration and speciali- 
zation in the activities of both floor brokers and clearing members. For ex- 
ample, 66 floor brokers were active in the 5-day survey period, but the 12 most 
active accounted for 72 percent of the total volume of round lots traded. There 
were 53 floor brokers having executions for their own accounts, but the five 
largest accounted for more than half the total trading of brokers for their own 
accounts. There were 388 floor brokers making executions for customers, but 
the five most active accounted for 62 percent of the trading for customers’ 
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accounts. In addition to providing current information on floor trading, the rye 
trade practice investigation revealed indications of possible instances of abusive 
trading which were being further investigated at the end of the year. 

8. Soybean meal market erpands—The number of large-size markets under 
supervision was increased during the year by the fast-growing activity in the 
soybean meal market on the Chicago Board of Trade. Volume of trading 
reached a record of 18,827,600 tons, three times last year’s record volume of 
6,089,600 tons. The year’s increased activity in soybean meal futures, and 
larger hedging utilization of the market, reflected the active demand for high 
protein commercial feeds. 

9. Wool market analysis —A comprehensive survey was made of all traders’ 
positions in New York wool and wool top futures as of the end of November 
1958, to obtain detailed information on the increased trading in these commodi- 
ties and the numerous foreign traders who were entering the markets. New 
York wool futures had been used extensively for hedging against price risks 
during the period of declining prices in fiscal 1958. Wool futures attracted 
further activity in fiscal 1959 as the demand for wool became more favorable, 
The November 1958 survey showed that in number of traders, amount of open 
contracts, and hedging commitments, the wool futures market was more than 
twice as large as on December 31, 1957, the date of the last previous survey, 
The futures market for wool tops in November 1958 was also found to be some- 
what larger than in the 1957 survey. The information supplied by the survey 
served as a benchmark for appraising the record-size trading and hedging 
activity which developed in the wool market in the spring of 1959. 

10. Potato market.—Close supervision was given the New York potato futures 
market during the year. The results of an investigation of the highly active 
potato market of the previous year were published in August 1958. As of 
October 31, 1958. just prior to the first delivery month of the 1958-59 season, 
a survey of the potato futures market supplied background data for trading 
supervision during the major marketing season for the 1958 Maine potato crop. 

11. Continued regulatory work in onions.—Following enactment of Public 
Law 85-839, approved August 28, 1958, banning onion futures trading, the agency 
widened the scope of its analysis of cash onion prices. On November 10, 1959, 
the three-judge court hearing the suit brought by the Chicago Mercantile Ex- 
change attacking Public Law 85-839, which banned trading in onion futures, 
upheld the constitutionality of the law and dissolved the temporary injunction 
under which trading had continued. On November 6, 1959, the exchange had 
suspended all trading in onion futures and on November 10 it ordered all open 
contracts settled on the basis of the closing prices on November 5. Direct appeal 
of the court’s decision to the U.S. Supreme Court by the exchange is anticipated. 

12. Publications and reports.—The results of an economic analysis of specula- 
tion and hedging in 1957-58 potato futures, and particularly the highly active 
market in the spring of 1958, were published under the title, “Potato Futures 
Trading, 1957-58.” Another report presented the results of a survey of all 
accounts in potato futures on the New York Mercantile Exchange on October 31, 
1958. 

A publication “Summary of Administrative and Judicial Proceedings Under 
the Commodity Exchange Act, January 1956—December 1958,” summarized pro 
ceedings on complaints issued under the Commodity Exchange Act during the 
3 years indicated. 

The booklet “Commodity Exchange Act, as Amended and Regulations of the 
Secretary of Agriculture Thereunder,” was revised to incorporate all amend: 
ments to the act and regulations issued since the last printing in 1955. 

Commodity Futures Statistics, 1957-58, published as USDA Statistical Bulle 
tin No. 239, continued the annual statistical series of the more important data 
on futures trading under the Commodity Exchange Act. 

Recurring statistical reports issued during the year include the following: 

Daily reports issued by the field offices on volume of trading and opel 
contracts in regulated commodities on the principal markets. 

Weekly reports: Sales of cotton on call based on New York futures ; stocks 
of grain in deliverable position in federally licensed warehouses at Chicago, 
Til. 
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Monthly reports: 
Trade in grain futures. 
Trade in cotton futures. 
Commitments of traders in wheat futures. 
Commitments of traders in cotton futures. 
Commitments of traders in wool and wool top futures. 


13. Contract markets and regulated commodities——The 16 commodity ex- 
changes licensed as contract markets under the Commodity Exchange Act and 
the 21 commodities in which futures trading was conducted under the act in 
fiscal 1959, are as follows: 


Gmcaco Board of Trade... --.. 2-3. Wheat, corn, oats, rye, soybeans, grain 


sorghums, cotton, soybean oil, lard, 
soybean meal. 


Chicago Mercantile Exchange_______ .. Eggs, potatoes, onions, butter. 
Chicago Open Board of Trade_____--~-. Wheat, corn, oats, rye, soybeans, 
Duluth Board of Trade__________--__-_-- (No trading in 1958-59.) 

Kansas City Board of Trade______- - Wheat, grain sorghums. 


Memphis Board of Trade Clearing As- Cottonseed meal, soybean meal. 
sociation. 


Milwaukee Grain Exchange___-__-~-~- Wheat, corn, oats, rye. 

Minneapolis Grain Exchange__--__-__~ Wheat, oats, rye, flaxseed, barley. 
New Orleans Cotton Exchange _._. Cotton, cottonseed oil. 

New York Cotton Excdange___________. Cotton. 

New York Mercantile Exchange_______. Potatoes, eggs, butter. 

New York Produce Exchange__—-______ Cottonseed oil, soybean oil, tallow. 
Portland Grain Exchange_____________ (No trading in 1958—59. ) 

San Francisco Grain Exchange___—~-~- Do. 

Seattle Grain Exchange____- Wheat. 


Wool Associates of the New York Cot- Wool, wool tops. 
ton Exchange. 


14. Market rules-review work.—Intensive work was required in the exercise 
of the agency’s continuing responsibility of reviewing the rules of contract mar- 
kets to determine compliance with the market-designation requirements of the 
act. To adapt the terms of futures contracts to changing conditions or to 
broaden market services, most of the exchanges made substantive changes in 
their rules during the year, and several exchanges made major additions or re- 
visions. It was necessary to review carefully the rules proposed by exchanges 
for the introduction of trading in additional commodity contracts. An example 
of intensive rules-review work with an exchange was in connection with the in- 
auguration of futures trading in Long Island potatoes by the New York Mercantile 
Exchange: In addition, the charter and bylaws of this exchange were com- 
pletely rewritten during the year, requiring careful review. Other important 
rules-review projects during the year arose in connection with the loose lard 
futures contract adopted by the Chicago Board of Trade, the new rules of that 
exchange governing deliveries on soybean meal contracts, the revision of the 
rules of the Chicago Mercantile Exchange for trading in Idaho potatoes, and the 
adoption by that exchange of rules governing board trading to conform to an 
amendment of section 1.39 of the regulations under the act. 

15. Registration of commodity brokers.—In the supervision of commodity 
brokerage activities, there were 503 futures commission merchants and 778 floor 
brokers registered. As of June 30, 1959, futures commission merchants were 
maintaining 1,956 principal and branch offices and had agents in 348 other of- 
fices. Registration fees collected from futures commission merchants and floor 
brokers, and deposited in the Treasury, amounted to $36,214, compared with 
$29,824 in the previous year. The larger amount reflected an increase in the 
registration fee for futures commission merchants from $25 to $30 and for dup- 
plicate registration certificates from $2 to $5, pursuant to an amendment of the 
regulations under the act. 

16. Protection of commodity customers’ funds—During the year 698 audits 
were made of the books and records of futures commission merchants, an in- 
crease of 38 percent as compared with fiscal 1958. These included the examina- 
tion of the accounts of 34.237 customers who had to their credit $95,884,543.48 
which was required to be segregated from the funds of the brokers. In addi- 
tion 508 financial statements submitted by futures commission merchants were 
analyzed. 

17. Volume of trading supervised.—Futures trading in agricultural commodi- 
ties continued to provide substantial hedging markets in fiscal 1959, although 
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and soybeans continued to depend on hedging to reduce price risks, even though 
prices ranged narrowly during the year. 

In wool and soybean oil, commodities with increased trading, there was record 
hedging activity. And despite a decrease in soybean trading volume, hedging in 
soybean futures to cover price risks on large supplies from the record 1958 soy- 
bean crop was at an alltime high. Hedging in wheat and corn did not change 
substantially from the previous year, although total volume of trading in wheat 
declined 16 percent. 

The total trading volume for the grain futures markets, including soybeans, 
was 10.5 billion bushels, down 17 percent from 12.6 billion bushels in 1958, 
Wheat futures trading on all markets, including the Chicago Board of Trade, 
the Kansas City Board of Trade, and the Minneapolis Grain Exchange, amounted 
to 4.4 billion bushels in 1959 against 5.2 billion in 1958. The soybean futures 
volume was 2.8 billion bushels, compared with 3.9 billion in 1958. Corn futures 
trading, at 2 billion bushels, was almost unchanged from the previous year. 

In cotton futures, as both speculative trading and hedging continued to de- 
cline, trading volume dropped to the lowest level on CEA records. The year's 
trading, including both the New York and New Orleans Cotton Exchanges, 
amounted to 19,709,000 bales, compared with 25,202,000 bales in 1958. 

Wool futures trading at New York amounted to 197,544,000 pounds in 1959, 
an increase of 83.2 percent over 1958. Hedging operations which were consider: 
able in 1958 increased further in the last half of fiscal 1959. 

Activity in egg futures on the Chicago Mercantile Exchange continued in 
large volume—}374,299 carlots, an increase of about 1 percent over 1958. Trading 
in potato futures on the New York Mercantile Exchange was in smaller volume— 
95,423 earlots, against 188,157 carlots in 1958. Onion futures trading, on the 
Chicago Mercantile Exchange, amounting to 41,277 carlots, was 41 percent less 
than in the previous year. The futures trading volume in lard on the Chicago 
Board of Trade continued downward during the year. Futures trading in soy- 
bean oil on the Chicago Board of Trade amounted to 9.4 billion pounds, an in- 
crease of 5.5 percent over 1958. Hedging in soybean oil was the largest on 
record. Hedging in cottonseed oil futures on the New York Produce Exchange 
aiso increased. Soybean meal futures recorded an outstanding volume increase | 
during the year. The record 18.8 million tons traded on the Chicago Board of | 
Trade was three times the previous year’s volume. 


total volume of trading declined. Merchandisers and processors of wheat, corn, 





Workload data on major activities of the Commodity Exchange Authority 





Actual 





Estimated 









1958 1959 1960 








I. Licensing 
Futures commission merchants registered ___. 537 | 503 503 503 
Floor brokers registered 813 | 778 | 778 me 
II. Supervision: 
Markets and commodities: 













Exchanges-- 16 16 16 16 

Commodities 5 23 21 21 21 

Markets (6 wheat markets, 3 cotton markets, etc.)__| 46 44 45 $5 
Reports tabulated and analyzed: | 

Daily trading volume and open contracts. | 239,353 | 221,793 | 225, 000 225, 000 

Daily and weekly reports of large traders_- | 275, 187 268,520 | 275,000 | 275,000 






Delivery notices ; 7 43, 589 37,703 | 4¢,000 | 40, 000 
Special calls and surveys 6 4 | 6 | 6 





Accounts | 4, 182 4, 303 10, 000 10, 000 
General activities, including observance of trading, 

contact with exchange officials, establishment, re- | 

view and enforcement of speculative limits, quota- | 

tions service, price compilations, and review of | | 











market letters_ - () (1) | (1) (1) 
III. Audits: 
Audits of customers’ segregated funds __- 506 698 | 650 | 650 
Aceounts examined 26, 326 34, 237 31.000 | 31, 000 
Financial statements 538 503 500 500 
IV. Investigations: | 
Compliance investigations completed : a7 | 26 35 35 
Trade practice investigations completed 2 1 9 4 
Number of transactions examined 59, 000 16, 200 25. 000 60, 000 
Criminal prosecutions instituted 0 0 1 ] 
Administrative proceedings instituted 7 5 | 7 7 








1 No measure of workload available, 
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Mr. Wuirren. We will be glad to have your general statement, Mr. 
Caldwell, and we welcome you before this ¢ ‘committee. 

Mr. Cavpwe.u. Thank you, Mr. Chairman. 

Mr. Wuirren. I think it would be well if you would give us a 

little biographical background for the record. If it is included in 
your statement, you might give us that along with it. 
“Mr. Carpwett. Mr. Miller has a gener al statement he would like 
to make first. and we do have some information on the background of 
Mr. Grosstephan and myself. 

Mr. Wuitren. We will be glad to follow the regular order. 

We will be glad to hear from you again, Mr. Miller. 


RETIREMENT OF MR. KAUFFMAN 


Mr. Mitter. Mr, Chairman, before I read my prepared statement 
[ would like to again call your attention to the fact that Mr. Rodger R. 
Kauffman retired on December 31, 1959, as Administrator of the Au- 
thority after 40 years of service with the Federal Government and 
about 5 years as the Administrator of the Commodity Exchange 
Authority. 

Mr. Wuirren. We knew him long and favorably and we also know 
this Authority well. I think it set an all-time record a few years ago, 
when it turned back some money. It got in the papers and I think 
at that time they almost gave an aw: ard of merit to Mr. Mehl, who 
was operating at that time. 

We do have a long and good feeling toward this service. We think 
it has done a fine job with a limited amount of finances and a limited 
number of people. 

GENERAL STATEMENT 


Mr. Minier. It is a highly efficient organization, too, Mr. Chairman. 
I might say that I receive very little mail with respect to this or- 
ganization, and what I have received has been of a complimentary 
nature. It is a regulatory agency. Its activities are quite technical. 

Lam here to read the st: itement, and I assure you I shall not attempt 
to get. into any of the details of their operations at all. I am glad to 
give you an account of the work of the Commodity Exchange Author- 
ity, Which regulates futures trading in agricultural commodities on 
the principal commodity exchanges. 

The regulation of futures trading was authorized by Congress in 
the Grain Futures Act of 1922, which was renamed the C ommodity 
Exchange Act in 1936. The legislation now covers cotton, wool, soy - 
beans, eggs, potatoes, fats and oils, and other futures commodities 1 mn 
addition to grains. The regulatory work of the Commodity Ex 
change Authority thus involves a wide range of commodities and 16 
commodity exchanges. The purpose of this regulation is to prevent 
price manipulation, market corners, and the dissemination of false 
and misleading information that may affect prices. Regulation is 
re designed to protect commodity market users ag: inst ches ating and 

fraud in futures transactions, and to provide trust-fund tre atment by 
ates ‘s of the margin funds and equities belonging to their customers. 


52635—60—pt. 2 22 
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PRICING SERVICE 


The pricing service of the futures markets is important to farmers, 
their cooperative associations, and to merchandisers, and processors 
generally. Futures prices are widely used in the daily pricing of cash 
or spot commodities, both by terminal market firms and by farmers 
and dealers at country points. 


HEDGING PRACTICES 


The nonspeculative buying and selling of futures known as hedging 
transactions are extensively used by commodity firms, farmer coopera- 
tives, and some individual farmers, as a means of offsetting or re- 
ducing price risks inherent in the purchase and sale of cash ¢ ommodi- 
ties. While speculative trading in futures provides the market vol- 
ume necessary for the continuous recording of prices, and the ready 
accommodation of hedgin, g orders, the susce pt ibility of futures trading 
to manipulative activity renders Federal regulation necessary in the 
public interest. 

REPORTING SYSTEM 


The supervision of futures trading by the Commodity Exchange Au- 
thority includes a system of required daily reports from exchange 
clearing members, futures commission merchants, and large traders. 
In the operation of this reporting system in fiscal 1959, the agency 
received, processed, and analyzed nearly a half million reports. From 


the information thus obtained, the Commodity Exchange Authority: 


measures the effect of large-trader operations, and obtains facts and 
figures which help to detect and suppress instances of price manipu- 
lation and other unlawful practices in the markets. The agency also 
utilizes the data obtained through the reporting system for the release 
of daily, monthly, and annual statistical reports on futures-trading 
operations, as well as special reports dealing with sensitive market 
situations. 
REGISTRATION OF BROKERS 


The regulation of commodity brokerage activities by the Commodity 
Exchange Authority includes the annual registration of all floor 
brokers and futures commission merchants in regulated commodi- 
ties, and the maintenance of surveillance of their operations. In the 
1959 fiscal year, 778 floor brokers and 503 futures commission mer- 
chants were registered. ‘The futures commission merchants main- 
tained 1,956 principal and branch offices at the close of the fiscal 
year. To determine whether brokers are properly handling their 
customers’ funds, and complying with other requirements under the 
act, the CEA periodically audits the books and records of all regis- 
tered brokerage firms. Such audits numbered 698 in 1959, compared 
with 506 in 1958. 

TRADE PRACTICE INVESTIGATIONS 


Special investigations of trade practices on the floors of exchanges 
are an effective means of preventing abusive trading. One such in- 
vestigation in fiscal 1959 involved all trades in the rye pit en the 


Chicago Board of Trade during a selected period. Questionable or 





mers, 
SSOrs 
cash 
‘mers 


ging 
pera- 
r re- 
10d 1- 
vol- 
eady 
ding 
1 the 


Au- 
unge 
lers. 
ency 
‘rom 
rity 
and 
ipu- 
also 
ease 
ling 
ket 


lity 
t Or 
ocdi- 
the 
1er- 
uin- 
scal 
1elr 
the 
o]S- 


red 


ges 
iIn- 
( he 
or 


337 


unlawful practices uncovered by the investigation resulted in a notice 
to all floor brokers reminding them of the requirements under the 
act, and a stipulation of compliance from a broker found in violation. 
Since then the agency had made another such investigation of trading 
in the oats pit on the Chicago Board of Trade, and in wool futures 
on the New York market. These investigations, the agency believes, 
are its best approach to the problem of polici ing trade practices, th: at 

s, the operations of brokers who do the actual tr: ading on the floors 
of the exchanges. More of these investigations should be made in 
other commodities and on other exchanges, but they consume time 

id labor and cannot be made on an adequate basis with present 
personnel. 

COMMODITY COUNSELORS 


The CEA has recently made a much-needed investigation of a 
somewhat different type dealing with the futures activity of com- 
modity counselors and commodity advisory operators. Such counse- 
lors and advisers control or conduct a sizable business in futures, and 
their activities result in numerous complaints on the part of their 
customers, 

MARKETWIDE SURVEYS 


_—— marketwide surveys of the futures holdings of all traders 

1 particular commodities, the CEA determines the composition of 
sensitive markets, as a safeguard to price structure and the mainte- 
nance of fair practices. On selected dates in fiscal 1959, the agency 
made such marketwide surveys, obtaining the name, address, and 
the size and character of the futures holdings of every trader in the 
Chicago egg futures market, the New York potato futures market, 
and the New York wool and wool top futures markets. 


MANIPULATION CASES PROSECUTED 


Price manipulat ion cases resulting from investigations by the Com- 
modity Exchange Authority are being successfully prosec ‘uted in ad- 
ministrative proceedings and oe} Federal courts. Ina major egg price 
manipulation ease concluded in 1959 in the U.S. Supreme Court, the 
[4 manipulators involved were »eamed from the markets for various 
periods, notwithstanding their very lengthy defense. Price manipu- 
lation charges resulted in the imposition of sanctions in three other 
cases concluded in 1959 fiscal. These cases involved charges of 
manipulating Kansas City wheat prices and Chicago corn prices, 
and attempted manipulation of New York potato prices. Three more 
prosecutions for price manipulation, one in process in 1959 fiscal and 
the other two initiated in fiscal 1960, have since been concluded in the 
Government’s favor and sanctions imposed: In one case on charges 
of manipulating the Chicago wheat market last spring and in two 
others for mz mipul: iting Chicago egg prices in 1956 and 1958. Prose- 
cutions now in process involve charges of re onion prices 
in the Chicago market and cotton prices in the New York and New 
Orleans markets. Other aa of the Commodity Exchange Act 
which were disciplined in administrative proceedings completed in 
1959 involved trading in excess of speculative limits, the misuse of 
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commodity customers’ funds, trading against customers, and failure to 
file required regulatory reports. 


VOLUME OF TRADING 


The volume of trading currently supervised by the CEA involves 
a very diversified utilization of the futures markets, with many sensi- 
tive and complex price situations which open new avenues for ma- 
nipulative ventures. The current thinness of the cotton futures 
markets, under the influence of the purchase and loan programs, 
requires as much vigilance against possible manipulation as if the 
Commodity Exchange Authority were regulating normally active 
markets. In soybeans, the agency is dealing with a very large and 
sensitive market, which merchandisers and processors are using very 
actively to hedge complex price risks. In wheat and corn, large sup- 
plies are in Government. hands or under loans, but there are frequent 
changes and limitations in the free supply, and attendant price risks, 
so that merchandisers and processors continue to use the futures 
markets for a wide diversity of hedging needs. The trading volume 
in wheat and corn is not as large as in some past years, but trading in 
soybean futures, which began in 1936, has added greatly to activity 
in the grain futures market. In wheat, corn, and soybeans, the “open 
contracts”—which reflect the important hedging function—have been 
at very substantial levels. In fact, the total open contracts in the 
grain futures markets, including soybeans, have been at higher average 
levels in the past few years than in the late twenties and in the thirties. 
The Commodity Exchange Authority is also dealing effectively with 
the additional regulatory problems involved in the growth and utiliza- 
tion of several futures markets, including those for wool, soybean oil, 
soybean meal, and potatoes, which are being used much more exten- 
sively now than in the past. 


1961 BUDGET REQUEST 


The budget estimate for enforcement of the Commodity Exchange 
Act for the fiscal year 1961 is $941,325. 

Mr. Caldwell, our new Administrator, and his associates will be 
glad to give you more detail on the estimate. 


RETIREMENT OF MR. BAGNELL 


Mr. Wuirren. Mr. Caldwell, my attention is called, too, to the fact 
that Mr. Bagnell, the Deputy Administrator, has also retired. 

This operation has been through the years somewhat like a good 
school, which means one that you don't hear much commotion about. 
That is a pretty good indication of how it has been run. 

We shall miss the gentleman who preceded you, but we feel you 
will carry on in the fine way this has been conducted before. 

W : would be glad to have you give for the record your background, 
Mr. Caldwell, and we would like to have the same thing for Mr. Gros- 
stephan. If you have any prepared information we will put it in 
the record. 

(The biographical statements follow :) 
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BIOGRAPHICAL STATEMENTS 
BIOGRAPHY STATEMENT FOR ALEX C. CALDWELL 


Mr. Alex C. Caldwell was appointed Administrator of the Commodity Ex- 
change Authority on January 6, 1960. He succeeded Mr. Rodger R. Kauffman, 
who retired December 31, 1959. 

A native of Ennis, Tex., Mr. Caldwell attended Washington University in St. 
Louis, the University of Texas, and the University of California at Los Angeles. 
During World War II he served 4 years in the Army, advancing from private 
to major and serving as an artillery engineer, battery commander, and post 
executive. 

Before entering Federal service, Mr. Caldwell from 1945 to 1950 was employed 
successively as a senior financial analyst and a financial management executive 
in private industry. 

Mr. Caldwell was Deputy Administrator of the Commodity Exchange Authority 
before becoming Administrator. He entered the Department in 1950, serving 
as a commodity brokerage accountant and investigator in the Chicago and New 
York offices of the CEA, before being transferred to the Washington office in 
1956 as Assistant Director of the Compliance and Trade Practice Division. He 
became Director of the agency’s Segregated Funds Division in 1958, responsible 
for the regulatory accounting functions and the auditing of futures commission 
merchants registered under the Commodity Exchange Act. 


BIOGRAPHY STATEMENT FOR ARTHUR R. GROSSTEPHAN 


Mr. Arthur R. Grosstephan was appointed Deputy Administrator of the 
Commodity Exchange Authority on February 14, 1960. 

sorn in Chicago, Mr. Grosstephan was educated in public schools there and 
was graduated from the University of Illinois in 1925 with a degree of bachelor 
of science in agriculture. After graduation he was employed for 12 years in the 
grain warehousing and merchandising business in the Chicago offices of two 
large grain firms. Mr. Grosstephan was ia the U.S. Army in World War II, 
from early 1942 until 1946, saw service overseas, Was awarded the Bronze Star 
Medal, and attained the grade of colonel. 

Mr. Grosstephan was Director of Compliance and Trade Practice Division of 
the Commodity Exchange Authority from 1955 until he became Deputy Ad- 
ministrator, and has had 22 years experience in compliance work. He joined 
the U.S. Department of Agriculture in 1937 as investigator in the Chicago office 
of CEA, He became chief of investigations and compliance in the Chicago 
office in 1949, and came to Washington as Assistant Director of the Compliance 
and Trade Practice Division in 1954. 

Mr. Wurrren. Weare pleased to have you. 

I notice that you have a request for a slight increase in funds. Is 
that for health insurance ¢ 


FUNDS FOR TRADE PRACTICE INVESTIGATIONS 


Mr. Canpweti. Well, sir, we have asked for $25,000 additional 
funds to cover increased activity in our investigational work. We 
have found that we are falling further and further behind in one very 
important phase of our investigational work. I am referring to trade 
practice investigations which involve the detailed examination of all 
the trades made in a particular commodity during a specified period 
of time, usually about 1 week. 

We have found that these investigations are extremely important 
although they are very time consuming. In making such an investi- 
gation we have to send our investigators in to the offices of each clear- 
ing member to take off data on each transaction made in the particular 
commodity during the survey period. 
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The investigators, for example, take off the number of contracts, 
the price, the future, the executing floor broker, the clearing member 
on the opposite side, and in some cases the name of the customer. 

This information is then combined with information of similar 
character obtained from other clearing members and tabulated. This 
gives us a complete picture of each trade in the market during that 
particular period. We then must analyze each of those trades. 

In some of these investigations we have up to 30,000 or 40 5000 
individual trades, so you can see that this is a very time-consuming 
oper ation. 

However, we do feel that this is the best method that we have of 
obtaining information concerning the general trading practices of a 
market and of detecting violations such as fraud, wash trading, and 
similar types of violations. 

We had hoped that we would be able to handle these trade practice 
investigations with our regular work without any increase in per- 
sonnel. We hoped to do this during some slack periods, but u- 
fortunately there just haven’t been any slack periods. Our small 
staff of investigators has been tied up almost completely on different 
types of investigations, such as investigation of price manipulation, 
and investigations involving the mishandling of customers’ funds. 

At the present time we cannot with our present staff, do the amount 
of trade practice investigation work that we think is essential. 

We therefore are requesting an additional $25,000 in the 1961 
budget so that we may hire three new investigators and one clerk. | 

We feel that this increase in our staff will enable us to handle the | 
necessary tr: ude pr actice investigations. 

Mr. Wurrten. I believe that satisfactorily covers that. 

I notice in the or iginal statement by Mr. Miller that he discussed 
some of the various activities in which you had been engaged. I wish 
you would provide for the record a listing of the volume of trading 
to the extent that you can in the various markets. 

We have been hearing many complaints from the cotton exchanges 
that no longer do they use the futures exchanges and the ry he ~ made 
certain recommendations which they think would i improve it. I don't 
know that they would or not. It is my thought that so long as we 
have the big volume of cotton carried by the Government that this 
removes much chance, unfortunately, from their viewpoint, for in- 
creased operations in hedging, certainly. 

I wish some way could be wor ked out where the system could be 
carried on. I would like to have a more detailed statement. in the 
record of the volume of trading in the various commodities with re- 
gard to the major exchanges. I would like a listing of the number 
of violations that you have uncovered in the past years, a statement 
generally of what actions have been taken if those are larger than the 
examples which were mentioned by Mr. Miller. 

I believe that just about covers what I have in mind. 

(The information requested is as follows:) 
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VOLUME OF FUTURES TRADING AND OPEN CONTRACTS 


The following two tables show the volume of futures trading and open con- 
tracts for the principal commodities under the Commodity Exchange Act for 
the fiscal years 1951-59, and 7 months of 1960. 

Volume of trading (table 1) is one measure of activity on commodity exchanges 
that receives considerable attention. Although there are exceptions such as 
wool, potatoes, soybean oil, and soybean meal, the volume of trading in many of 
the commodities has been diminishing. This reduction in trading has been 
largely due to the fact that speculation on the exchanges has diminished. 
Speculators are attracted to the futures markets by the hope of profits from 
favorable price movements, and as prices tend to stabilize, as has been the case 
in many of the price-supported commodities, speculation is discouraged. 

Volume of trading is not the only measure, however, of the use of futures mar- 
kets. Another measure is the number of contracts open in the market. Such 
contracts represent the outstanding futures positions of traders and indicate the 
utilization of the market for hedging and longer-term speculative purposes. 
These are shown in table 2. The large quantity of open contracts in most major 
commodities shows that the utilization of the futures markets has been well 
maintained. Thus, open contracts in all grains were higher in the aggregate in 
the first 7 months of the fiscal year 1960 than in the past 9 years. This is also 
true of Wool, eggs, potatoes, soybean oil, and soybean meal. 

The most drastic decline among the major commodities, as shown by both 
tables, has been in cotton, particularly in the first 7 months of the fiscal year 
1960. The declines in trading and open contracts in cotton can be attributed in 
considerable measure to the present cotton program. Under this program prices 
have been stabilized at or near the Government price-support level, thus reducing 
speculation, and cotton has been removed from normal trade channels thereby 
reducing the need for hedging by the trade. These effects have been particularly 
pronounced during the present fiscal year, for the bulk of the 1959 crop cotton 
was sold by producers to the Government and then resold at stabilized prices, a 
procedure that reduced the need for hedging and the incentive for speculation. 
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INVESTIGATION RESULTS, FISCAL YEARS 1958, 1959, AND 1960 


During fiscal year 1858 a total of 39 investigations was concluded, during 
fiscal 1959 a total of 27, and thus far in fiscal 1960 there has been a total of 18. 
The actions taken as a result of these investigations are shown in the following 
table: 

Actions resulting from investigations 





Me eerg| koqge a 
July 1, 1957 July 1, 1958- | July 1, 1959- 
June 30, 1958 | June 30, 1959 | Feb. 24, 1960 


Complaints issued Selick 17 25 42 
Stipulations of compliance obtained 3 2 Vv 
Informal administrative action taken. | 4 2 4 
Memorandum of agreement to desist | 1 0 0 
Referred to another agency or division 2 1 l 
Action taken by exchange 1 0 | ( 
No cause for action found - 23 19 y 





1 Respondents were 11 firms and 12 individuals. 
2 Respondents were 1 firm and & individuals 
3 Respondents were 2 firms and 4 individuals. 


Mr. Wurrren. Do you have any further questions, Mr. Horan ? 
COTTON FUTURES MARKET 


Mr. Horan. I notice that you indicate that the futures market for 
cotton is thin and, of course, that is something of great interest to 
this subcommittee. What is the situation there ? 

Mr. Cautpweiut. There has been a very decided reduction in the 
volume of trading on the cotton exchanges. It is due primarily to 
the type of cotton program that the Government has now. Under 
the present program a large part of the cotton crop is sold directly 
to the Government. 

That takes it out of the trade channels and, therefore, reduces the 
need for hedging. It also has a tendency to stabilize prices at or near 
the Government price level which reduces the incentive for speculators 
in the market, thus, both the hedgers and speculators are holding back. 
For that reason the volume of trading has dropped decidedly in 
cotton. 

PROBLEMS WITII 





SMALL MARKETS 


Mr. Wuirren. Along that line, may I say I discussed this whole 
cotton problem with various people in Europe several years ago. They 
stated that there was so little trading on the Liverpool market that 
it was highly risky to participate in it themselves. Because of the 
small use of it, it left it open to manipulation which was hard to guard 
against on the part of other folks who might be affected. 

In other words, as it gets smaller, the very smallness makes it get 
even = aller, is about the way they expressed it. 

Mr. Catpwetx. That is true, Mr. Chi lirman, and also in a market 
where ae is very little trading it is easier to manipulate prices. 
You can manipulate with a much smaller position than you could in 
an active market. For that reason we have to keep a closer watch on 
these thin markets than we do on the active ones. 

Mr. Wutrren. We welcome you gentlemen to these high positions 
in the Department. We are glad to have you share with us some of 
the problems in agriculture. We will be glad to work with you and 
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hope you have a long and successful career in these positions, as your 
predecessors did. It has been a pleasure to have you here. 
Mr. Catpweti. Thank you, sir. 


RURAL ELECTRIFICATION ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

DAVID A. HAMIL, ADMINISTRATOR, RURAL ELECTRIFICATION AD- 
MINISTRATION 

RALPH J. FOREMAN, DEPUTY ADMINISTRATOR, RURAL ELECTRI- 
FICATION ADMINISTRATION 

R. G. ZOOK, ASSISTANT ADMINISTRATOR, RURAL ELECTRIFICA- 
TION ADMINISTRATION 

NORMAN H. McFARLIN, ASSISTANT ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION 

ROBERT T. BEALL, ASSISTANT ADMINISTRATOR, RURAL ELECTRI- 
FICATION ADMINISTRATION 

GEORGE P. HERZOG, BUDGET OFFICER, RURAL ELECTRIFICATION 
ADMINISTRATION 

ROBERT D. PARTRIDGE, PROGRAM ANALYST, RURAL ELECTRIFI- 
CATION ADMINISTRATION 

RALPH F. KOEBEL, ASSISTANT GENERAL COUNSEL FOR AGRICUL- 
TURAL CREDIT AND CONSERVATION, OFFICE OF THE GENERAL 
COUNSEL 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Wurrren. The committee will come to order. 
We are glad to have Mr. Scott and his associates in the Rural Elec- 
trification Administration. 


JUSTIFICATION OF THE ESTIMATES 


In that connection, pages 87 through 89 and 91 through 104 of the 
justifications are included in the record at this point. 
(The justification follows :) 


PURPOSE STATEMENT 


The Rural Electrification Administration was established by Executive Order 
7037 of May 11, 1935, to make loans for extension of central station electric 
service to unserved rural people. It was continued by the Rural Electrification 
Act of May 20, 1936, and became part of the Department of Agriculture on July 
1, 1939, under Reorganization Plan II. On October 28, 1949, Public Law 423 
amended the act to authorize loans for furnishing and improving rural telephone 
Service. 

Electric and telephone construction loans are self-liquidating within a period 
not to exceed 35 years at 2-percent interest. Loans for wiring installations and 
electrical and plumbing appliances and equipment are also made at 2-percent 
interest but for shorter periods. 

The principal electrification borrowers are cooperative associations formed 
solely for the purpose of supplying electricity in rural areas. Borrowers are 
encouraged to expeditiously extend service to remaining unserved farms and 
to operate and maintain facilities to effectively serve the consumers and assure 
Security for the Government’s loan. The accumulated experience and sound 
financial condition of many borrowers is fully utilized in developing and carry- 
ing out their operation plans. 
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Telephone loans are made to private companies and cooperatives. REA ¢o- 
operates with the industry to extend telephone service to rural areas. Con- 
tinuous work is done with borrowers to develop sound construction and operat- 
ing policies, and with manufacturers to develop efficient and economical equip- 
ment specifically designed for rural needs. Practically no standards or equip- 
ment specifically designed for rural telephone systems were in existence before 
REA initiated work in this field. To protect loan security, REA works with 
borrowers which, for the most part, have had little past experience in operat- 
ing modern telephone systems. They are, however, responsible for the operation 
of their systems. 

The administration has no field offices. Relations with borrowers are main- 
tained through offices in Washington and a staff of field employees working 
directly with borrowers. On November 30, 1959, there were 982 full-time em- 
ployees ; 762 in Washington and 220 in the field service. 


Available, Budget esti- 
1960 mates, 196] 


Loan authorizations: 


Rural electrification. ..._- Sects React 1 $136, 000, 000 2 $110, 000, 000 


RNR as nooneeel 3 104. 000, 000 4 80, 000, 000 

Total, loan authorizations. ......................- ‘ eer 240, 000, 000 190, 000, 000 

Salaries and expenses-_-__----- i jaca a cc is le sc neces fa 9, 632, 000 | 9, 632, 000 
| 





1 In addition, carryover funds from prior year and reserve authorization of $25,000,000 are available. It 
is estimated that loans will total $245,000,000 in 1960. 

2? With carryover funds, about $220,000,000 is estimated for 1961 loans. 

3Includes use of $25,000,000 reserve authorization. With carryover funds this will provide about 
$105,000,000 for 1960 loans. 

* With carryover funds, about $81,000,000 is estimated for 1961 loans. 


(a) Loan authorizations 


ELECTRIFICATION LOANS 
; celia 
}/Loan author-| Estimated 
ization loans 








Appropriation Act, 1969 (authorization to borrow from the Secretary of the 
Treasury) ; SES Se Ee sks Odin 2 entries eae x ate : Ii $136,000, 000 | 2 $245, 000, 000 
Budget estimate, 1961. _- < | 110,000,000 | 2 220, 000, 000 


eae oe ae OT Rd er hes Fee De ty | —26, 000,000 | —25, 000, 000 








Decrease 





TELEPHONE LOANS 








"9 


Appropriation Act, 1960 (authorization to borrow from the Secretary of the | 
Treasury) _- een ea es Ree Geese nk Cases AAR TGS aoe ad 13 $104,000, 000 
Budget e stimate, Ret iti deb acknccdcuinsescnbadcenteuiuabedadideweneise 80, 000, 000 | 





2 $105, 000, 000 
2 81, 000, 00 000 


Mie: 
IN swt oa gcwackceuwars sudebanabecken eae cen eee 24, 000, 000 | —24, 000, , 000 
| 


1 In addition, the act includes a reserve authorization of $25,000,000. 
2 In addition to new loan authorization, balances carried over from prior years are available for loans. 
3 Includes a reserve authorization of $25,000,000, which will be used to meet loan needs in fiscal year 1960. 


Project statement (on basis of estimated loans) 


1961 
(estimate) 


By project 1959 «=| ~—-:1960 
| (estimate) 


1. Rural electrification loans. - : : ...| $177, 292, 100 
2. Rural telephone loans--- oa Bese a, = ae 98, 923, 000 





105, 000, 000 81, 000, 000 


. ~ 301, 1, 000, 000 


i 
$245, 000,000 | $220, 000, 000 
_ 
Total estimated loans !_____- 
| 


276, 215, 100 | 350, 000, 000 


1 Represents obligations (loans approved). Applied costs (loan advances) for 1959, 1960, and 1961 are 
$304,986,809, $325,000,000, and $345,000,000, respectively. 
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EXPLANATION OF ESTIMATES 


Rural electrification loans.—The loan estimate of $220 million will require a 
new loan authorization of only $110 million since there is expected to be an esti- 
mated carryover of approximately $108 million in unused funds from fiscal year 
1960 plus about $2 million in rescissions of prior loans during fiscal year 1961. 

Loan collections from electrification borrowers during fiscal year 1961 are 
expected to total approximately $110 million in principal repayments and ap- 
proximately $60 million in interest payments. In 1959 actual collections of 
principal amounted to $99,872,122 and it is estimated that this figure will reach 
§104,350,000 in fiscal year 1960. 

Rural telephone loans.—The loan estimate of $81 million will require a new 
loan authorization of $80 million since there is expected to be little or no carry- 
over of unused funds from fiscal year 1960 and probably not more than about $1 
million in rescissions of prior loans during fiscal year 1961. 

Loan collections from telephone borrowers during fiscal year 1961 are expected 
to total approximately $8 million in principal repayments and approximately $9 
nillion in interest payments. In 1959, actual collections of principal amounted to 
$5,268,870 and it is estimated that this figure will reach $6,235,000 in fiscal year 
1960. 

The following tables reflect loans and funds available for fiscal years 1959, 
1960 and 1961: 

Electrification loans 


} 
1959 actual | 1960 estimate | 1961 estimate 


Loan funds available: 


New loan authorization (including reserves) --.......-.--- $342, 000,000 | $161, 000, 000 $110, 000, 000 
CTV OCer HOR DIT FOO os ons dois nrisitisc cca dadcvse sf 63, 350,636 | 210, 589, 749 108, O89, 749 
SSR OF TU WONG. oi ccdiccacccscacdcdedaew inacane 7, 531, 213 | 6, 500, 000 | 2, 000, 000 
Total loan fonds avallavle. ....<<ssccdedewens<scdbocdcids 412, 881,849 | 378, 089, 749 220, 089, 749 
Less 
EE SPONGE sso ans wie aumhapintawuiesg ne mnnedginns | 177,292, 100 | 245, 600, 000 220, 000, 000 
Reserves not used pacusckbatcikeunedbeuvatannawas at ae | 25, 000, 000 


, 000, 000 


Balance to next year__-...2..2..-2.-...2020-2.-22..- 210, 589,749 | 108, 089, 749 | 89, 749 


Telephone loans 





| 
1959 actual | 1960 estimate | 1961 estimate 


Loan funds available: 


New loan authorization (including reserves) aii ..-| $92,500,000 | $104,000,000 | $80,000, 000 
Carryover from prior year- —---- iasih —— 4, 277, 704 | 23, 304 23, 304 
Rescissions of prior loans. --.---- 2, 168, 600 1, 000, 000 1, 000, 000 
Total loan funds available............-- _------------| 98, 946,304 | 105, 023, 304 | 81, 023, 304 

Less: | 
LOGS GEOTGVOR. o-oo 22a ences ivgeabaannere 98, 923, 000 105, 000, 000 | 81, 000, 000 
GbOT Wes TOG TO... on cn ccccscacecsss sick daatan tela sake aunties = : ihe chs is 
eRe Se RRS PUNE Ss Snes cnsccncedeeenencuumonl 23, 304 | 23, 304 | 23, 304 

| i 
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(b) Salaries and expenses 


Appropriation Act, 1960, and base for 1961 Recon $9, 632, 000 
Budget estimate, 1961 = =e eae 9, 632, 000 


Project statement 


Project 1959 1960 1961 
estimate estimate 


1, Administration of rural electrification program 
(¢) Lending and management activities_- saeean cae $ 


2, 574, 443 $2, 601, 000 $2, 601, 000 





(6) Engineering activities 2, 176, 719 2, 169, 700 2, 169, 700 
Total, administration of electrification program 4,751, 162 4, 770, 700 4,770,700 | 
2. Administration of rural telephone program 
(a) Lending and management activities__.- ' 2, 680, 955 2, 623, 500 2, 623, 500 
(b) Engineering activities. : ; ai 2, 124, 353 2, 237, 800 | 2, 237, 800 
Total, administration of telephone program 4, 805, 308 4, 861, 300 4, 861, 300 
7 he 
Subtotal ! ‘ os Sistine i 9, 556, 470 9, 632, 000 | 9, 632, 000 
Unobligated balance. __- siete Goin & shah 44, 830 |. joinaentdedesunebee 
Total employee health benefit costs (Public Law 86-382)__._._|.... paar aha sea cigina ieee (54, 480) 
| = a {= en a 
mn , | ° . « ‘ . 
Total available or estimate__- sasatin gatas ames 1 29,601,300 9, 632, 000 | Y, 632, 000 
Transferred from “Conservation reserve program, Commodity | 
Stabilization Service’’ a . — 582, 300 
Total appropriation or estimate Se eee eee ee 9, 019, 000 


1 Represents obligations. Applied costs for 1959 are $9,539,168. The ditference of $17,302 reflects, pri- 


marily, the excess of equipment used in 1959 over orders placed in that year 


2 Includes $30,352 obligated in 1958 under the advance procurement authorization (Public Law 85-386), 


STATUS OF PROGRAM 


ELECTRIFICATION PROGRAM 





The primary responsibility of the Rural Electrification Administration is to 
safeguard the Government's security for almost $4 billion in loans already made, 
New loans are being made for the extension of electric service to the remaining 
unserved areas and to provide the necessary additional facilities to meet the 
ever-increasing need for power on existing systems. 


















Actual 1959 Estimated 
1960 











Applications: | | 
On hand start of year____- d . __.| $123. 338,000 | $158, 760, 000 
Received during year : ; $230, 820, 000 | $250, 000, 000 






Loan activity: 





| 
Number of loans made | 250 | 290 
Amount | $177, 292,100 | $245, 000, 000 
Miles of line to be constructed 3 sul 12, 197 17, 000 
Consumers to be served : ; 3 53 4 100, 591 140, 000 





Problems in sparsely settled areas.—About 4 percent of American farms were 
without central station electric service as of June 30, 1959. Loans to provide 
service to these unserved farms involve increasing difficulties as more sparsely 
settled sections are reached. Applications from the “thinner” areas require 
more detailed study of construction costs, probable revenues, and operating costs. 
The problems of adequate and dependable power supply are great in sparsely 
settled areas where transmission distances are long. 

Systems need improvement.—In addition to extension of electric service to Te 
maining unserved rural people, the use of electric power on all farms and in the 
rural areas serviced by REA cooperatives is steadily increasing. REA borrow- 
ers must increase their system capacities to be able to deliver the power required 
at acceptable voltages to over 4% million rural consumers. Loans are needed 
for such purposes as the installation of voltage regulators, new substations, 
heavy conductor, poles, crossarms, and hardware, and for additional generation 
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and transmission facilities. Complex construction plans in accordance with 
comprehensive system planning studies must be worked out to assure that these 
system improvements are carried on in an orderly and economical way, and to 
assure the existence of an adequate, dependable, and economical wholesale power 
supply. 

Loan needs.—During fiscal year 1959, loans for distribution system construc- 
tion amounted to $109,352,7038, or 61.7 percent of all loans for the year. Loans 
for generation and transmission facilities totaled $64,814,397, or 36.6 percent 
of the loans made. The remaining $3,125,000, or 1.7 percent, was loaned to REA 
porrowers for financing consumer facilities. 

For fiscal year 1960, electrification loan funds total $371,589,749, consisting of 
a regular authorization of $136 million, a reserve authorization of $25 million, 
and a carryover of $210,589,749 in unused funds from the fiscal year 1959. It is 
expected that loan needs for the year will total $245 million. 

Rescissions.—Periodically, REA reviews the status of unadvanced loan funds 
for all borrowers, as well as doing so each time a on loan is under consideration 
for a particular borrower. Loans are rescinded or transferred to other needed 
purposes where it is indicated that borrowers no longer need the remaining un- 
advanced funds for the purpose for which they are loaned. During the fiscal 
year 1959, loan rescissions amounted to about $7.5 million compared to $6,014,- 
645 in the previous year. 


Fund advances and construction progress 


| 
Fiscal year Estimated, 
} 


1959 fiscal year 
1960 
Advances ad sane nipteate didge be hatets Bevaas ou ee $211, 717, 335 $225, 000, 000 
Cons umers serve l : : ‘ 4 ‘ 131, 505 130, 000 
Miles energized eS ail 23, 039 20, 000 
Generating capacity installed (kilowatts) _- E . | 140, 870 320, 450 


Unadvanced loan funds were $584 million on June 30, 1959, and are expected 
to approximate $597 million by June 30, 1960. The amount of unadvanced 
loans is substantial because of the considerable time which elapses between the 
making of a loan and the final advance of funds when construction is com- 
pleted, particularly for generation and transmission facilities and system 
improvements. 

Cumulative repayments 


| 


June 30, 1958 | June 30, 1959 


‘nko .---| $674, 621,982 | $774, 494, 054 


Payments: 
Principal__- Be eee 


memento? 2h Be oars) hes a ee “ ib sere aa atiedd : eae 327, 959, 177 372, 997, 314 
Repayments ahead of schedule.______..____..-_...--.-----_-..- ..--| 128,651,918 146, 433. 746 
Payments overdue more than 30 di Lys Salis en Yee Leas Sere ak ae 106, 619 100, 877 
Interest and principal on 2 foreclosures Bek coc uwee mint . ‘ 44, 478 44, 478 


Borrowers’ scheduled loan repayments are steadily increasing as installment 
Tepayments of record amounts loaned in recent years are now becoming due. 

Continued increase in the use of electricity by their consumers has made it 
hecessary for borrowers to make substantial additional investment in distribu- 
tion plant and power supply facilities. For the electric utility industry as a 
Whole, distribution plant system improvements are currently requiring on the 
average about 6 percent additional capital investment annually. 

For the future, a continuing annual investment at about the current rate is 
anticipated. The experience of REA borrowers as a group parallels that of 
the remainder of the industry. These additional capital requirements, together 
With funds required for extending initial service to consumers, will cause the 
total indebtedness, and therefore the debt service payments of borrowers, to 
increase steadily with the passage of time. 

The debt payments of borrowers rose sharply during the period 1949-59, 
When payments became due on large amounts loaned borrowers during the 
peak years of their initial construction programs. From 1949 to 1959, annual 
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principal and interest due from electric borrowers increased from approximately 
$35 million to over $123 million, and in 1960 is expected to be about $131 million, 
REA must work with the electric borrowers in helping them develop to the 
point where they can meet these increasing debt service requirements. 


Management and engineering 

Debt service—Because borrower’s debt service increases with the passage 
of time, any anaylsis of loan security must go considerably beyond the bor 
rowers’ present position with respect to loan repayment. One measure is to 
compare the margin of revenues Over expenses (including an allowance for 
replacements) with the maximum schedule of repayment that would be required 
if none of the payments were being deferred. This is most meaningful when 
assessed in terms of the weighted age of the borrower's plant. On this basis, 
the debt service earned ratios of 174 borrowers fell below expectations as of | 
the end of the calendar year 1958, as compared with 166 as of the end of the 
fiscal year 1958. There were 2 borrowers in default on payments due as of 
June 30, 1959, as compared to 4 as of June 30, 1958. 

REA works with borrowers to detect adverse trends and other unfavorable 
developments which might endanger loan security. Intensive effort is devoted 
to individual borrowers who are in financial difficulties or represent loan sect- 
rity problems for other specific reasons. 

Condition of physical facilities—Until recent years borrowers have been 
operating plants which were substantially new and therefore have required little 
maintenance. As borrowers’ plants become older, effective technical operations 
and maintenance practices become increasingly more important. With the 
loads of many borrowers approaching system capacity, skillful operation of 
these systems takes on ever greater importance. In the fiscal year 1960 about 
73 percent of the borrowers’ systems will be over 5 years old and about 4 
percent of these facilities will be over 10 years of age. The soundness of the 
physical facilities and their operations is essential for consumers to receive 
adequate service and the Government loan to be repaid. 

REA field engineers make surveys of the borrower's physical plant to ascertain 
its condition and bring possible improvements to the attention of the borrower, 
Technical information is continually being developed by the engineering staf 
for borrowers’ use in important aspects of technical operations and maintenance 
to protect the properties that secure the Government loan. 

Management soundness of borrowers.—Continous work is carried out with 
loan security borrowers in developing comprehensive management plans and 
assisting them in business and technical operations until they are back in sound 
operating status. Experience has shown that if sufficient attention can be 
given to these borrowers when the first indication of difficulty appears, serious 
future threats to loan security and probable losses of Government loan funds 
ean be avoided. 

Electric power promotion.—Except in unusual circumstances, reductions in the 
borrower’s expenses are not of sufficient magnitude to solve loan security prob- 
lems. An increase in power sales is most often the only practical answer. Als0, 
increased usage of equipment, besides resulting in an increase in power sales, 
means a more highly diversified load and an improved load factor or greater 
kilowatt-hour sales per kilowatt of demand. 

The major effort of REA in this regard is in stimulating borrowers, borrower 
organizations, power companies, and manufacturing and sales concerns to get 
together and develop advertising and sales programs aimed directly at the 
potentially huge rural market. Through this program considerable progress is 
being made in promoting the increased sale and beneficial use of electric power 
in rural areas. This is materially strengthening the financial condition of RBA 
borrowers. The increased use of power on farms, in addition to bettering the 
financial condition of the borrowers, is reducing the operating costs of farmers 
by use of this cheapest “hired hand.” 

During the fiscal year 1959, REA continued to further stimulate sales of 
electrical appliances and equipment. The work is carried out in cooperation 
with all segments of the electrical industry—manufacturers, trade associations. 
distributors, dealers, rural power distributors and other. On the local level. 
dealers and REA borrowers work together in sales efforts tailored to the needs 
of the rural communities they serve. 
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Other program highlights 

Nuclear power developments.—Construction is proceeding according to sched- 
ule on the nuclear reactor at Elk River, Minn. Erection of the steel containment 
was complet ed during the fiscal year 1959. The reactor vessel is scheduled for 
shipment in January 1960. The nuclear reactor will be financed and owned by 
the Atomic Energy Commission and the conventional portion of the powerplant 
will be owned by the Rural Cooperative Power Association of Elk River and 
financed with loan funds from REA. 

The cooperative will operate the entire plant for 5 years and purchase the 
steam produced by the reactor from the Atomic Energy Commission. The co- 
operative has an option to purchase the reactor at the end of the 5-year contract 
period. Studies are also being made for a nuclear reactor for installation on 
the system of the Chugach Electric Association, Inc., Anchorage, Alaska. 

Conventional power supply.—The continued increase in the power requirements 
of borrower consumers has made it necessary for the borrowers to continuously 
reappraise and plan for their future power supply. To meet these needs may 
require new wholesale power contracts, integration of existing REA-financed 
power facilities with other facilities in the area or generation and transmission 
by REA borrowers. During fiscal year 1959, REA borrowers installed 140,870 
kilowatts of generating capacity. During fiscal year 1960, borrowers will add 
about 320,450 kilowatts. 

Program progress.—The cumulative figures presented in the following tables 
I and II show the progress that has been made in the rural electrification pro- 
gram since its inception in May 1935: 


TaBLeE I.—Electrification loans 


(Cumulative figures] 


construction is completed 


| ls Estimated coverage when 
E on all loans approved to 





Date | Total net loans, date 
all purposes pias vaieaaaiaaies 
| 
Miles of Consumers 
line served 

a ae ee Reese $13, 903, 412 13, 072 48, 997 
(hee aR eR 8 ASS eR eA Seat oe aerate? 58, 936, 217 t, 407 193, 529 
NRE CRS ae EES a EAS REE EES CS oes 88, 172, 436 80, 951 282, 802 
PI, Sih Sb bose ciand daisadn nba wilc ad} astadl clive od 227, 236, 949 209, 818 724, 999 
a a 268, 972, 949 251, 642 854, 828 
TEE ee natannananaacadanad 369, 027, 621 356, 053 1, 171, 867 
ee: See nt os ols. 8 tw eadondedbeucdiune 460, 180, 345 409, 490 1, 345, 107 
PN Nn a os es 5, ala dead adade ss Japp iodeaiies 466, 881, 323 414, 287 1, 358, 114 
Neen ee eee ag 498, 811, 447 448, 889 1, 438, 567 
IRIN Si oR ae ee ed 524, 542, 502 471, 351 1, 495, 233 
TE RO es dea seep OasaaNeee 813, 914, 990 672, 667 2, 080, 167 
I NN an sc a anid ie 1, 068, 436, 162 811, 019 2, 484, 503 
DU I <i oa re Seema 1, 381, 459, 261 931, 467 2, 847, 991 
rT COR ea Se ea ekhnagnoneanee 1, 830, 318, 858 1, 097, 705 3, 352, 603 
I es el oi a wabasaneaaedubuaae 2, 205, 470, 314 1, 214, 702 3, 688, 969 
nd unawabinsisenlateeknnan 2, 427, 204, 114 1, 286, 127 3, 896, 824 
I NS Fah Rl 8 oe 2, 592, 629, 925 1, 317, 279 4, 034, 334 
RI RNS oS de uadecatancankheears 2, 730, 009, 085 1, 351, 297 4, 195, 732 
ese ea eB eats oan aiaee 2, 885, 932, 099 1, 387, 441 4, 367, 045 
a a oan 3, 050, 119, 414 1, 411, 765 4, 546, 463 
ES le ah le ICN RES STEN EE RET 3, 238, 250, 759 1, 435, 478 4, 717, 730 
UI I So a ne eA Sila bavianiomenaom 3, 536, 955, 428 1, 460, 431 4, 903, 777 
NE Ca ahs Sis Snteeeiaasabebaiald 3, 772, 577, 652 1, 479, 209 5, 088, 096 
DNR rete ores ie eer. ooo eee ea 3, 942, 338, 539 1, 491, 406 5, 188, 687 
ane, thle Cabianle) 22... 2) cnc caccececnawe ede 4; 180, 838, 589 1, 508, 406 5, 328, 687 
A 2000 (OMI 5 i. Sinknntccasdancesiecducaekeosesss 4, 398, 838, 539 1, 523, 406 5, 453, 687 
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TaBLeE IJ.—Electrification construction 


[Cumulative figures] 













Construction completed 
Loan funds ai eee eer oa 
Date advanced to l ftenrnent onion 
borrowers Total miles | Total con- | Total kilowatt. 
| energized |sumers served! hours billed 
| (annual) 
ee -— - -— — ---— - ——_— oiwasat eee 

June 30, 1086.......--.-<-- sees 23, 262 | 400 693 | 
Ss ea fee: 14, 836 | 8, 000 19. 611 
June 30, 1938___..---- Poe , 810 | 41, 736 | 104, 528 
BUENO BD, FOR i ieccdciccstccsnesnensen 37, 824 115, 230 | 268, 000 (1) ' 
June 30, 1940...-------- Saat , 287 | 232, 978 | 549, 604 311, 479,000 | 
June 30, 1041. ._.........--..- o s , 142 | 307, 769 | 779, 561 566, 422) 777 
June 30, 1942_.__.------------------ --- 5, O10 | 369, 129 | 981, 193 | 893, 461, 286 
June 30, 1943. ........---------------------- 381,747 | 1,041,821 | 1, 460, 469, 571 
June 30, 1944_...- ~------------- ------ 397, 861 1,152,031 | 1, 791, 607, 706 
June 30, 1945_.--.-------------- | 424, 072 | 1, 287,347 | 2,066, 121, 706 
OS | a = ‘ 474, 837 | 1, 549, 057 2. 185, 149. 697 
June 30, 1947....--- ~~-+------ ----- --- 546, 781 | 1,843,351 | 2, 861, 024, 042 
June 30, 1065... ...-<<.-.-- deedeaseeoe | 666, 156 2 263. 869 | 4, 016, 273, 673 
EEE 0 RU coca ceewcarascareueas Ee | 839, 685 9 180 5, 474, 001, 598 
gune 30, 1900. ......-<« nie eel acct’ “ale | 1, 018, 336 3 3, 694, 936 
June 30, 1951. ....------.------------- ; 1, 5 | 1, 134, 498 | 3,2 37, 816, 038 
June 30, 1952--------- ~------------- on 2, 5j 1,210,473) 3, 286, 075 
June 30, 1953. .-.---- Snaaetee bint 2, 1, 271, 443 | 3, " 298) 086 
June 30, 1954. -----. secteieeaede Se leakieorno | MS 1, 315, 630 | {, 7 103, 217 
June 30, 1955. -------- 2, 1, 348, 069 | 4, "343, 000 
June 30, 1956... ..6------- ; aa 2, 1, 372, 001 4,; 34. 933, 000 
June 90, 1957... ..-....- mee me 2,§ 1, 394, 353 | a 371, 000 
June 30, 1958. ....---. ae ; ; 3. 1, 414, 034 | 1 f 30, 020, 000 
June 30, 1959. ---.-- Ghsieavablnneave 3, 358, 263, 066 l, 7% 4,653,592 | 28, 539, 692, 000 
June 30, 1960 (estim: ite : i 3, 583, 263, 066 1, 4,783, 52 31, 000, 000, 000 
June 30, 1961 (estimate) ----..------ iia -| 3, 823, 263, 066 1, 477, 073 | 4,913, 502 33, 500, 000, 000 


| 


1 Not available. 
TELEPHONE PROGRAM 





Since the inception of the rural telephone program in fiscal year 1950, 
through fiscal year 1959, loans made have totaled over $575 million. During 
this 10-year period the percentage of farms with telephone service has increased 
from about 38 percent to an estimated 65 percent. There is an increasing interest 
in modern telephone service in the remaining unserved areas and in the im- 
provement of service in those areas where present facilities are inadequate and 
do not meet the needs for modern communications. During fiscal year 1959 
activities reached a new high. The amounts loaned, amounts advanced, route 
miles of line completed, and subscribers served exceeded accomplishments in any 
previous year. 









Applications 






















| Actual, 1959 Estimated, 











$70, 709, 000 | $109, 181, 000 
122, 196, 000 120, 000, 000 





On hand, start of year. -_-..--------------------- Aon aeeanincoesane einen 
Received during year on erenene-- 














Applications continued to come in at a substantial rate during fiscal year 1959 
with an increase of about $25 million over applications received during fiscal year 


1958. 






Loan activity 





















| 
1959 Estimated, 
| 1960 



















Number of LOANS MAGC....-- 2s occ eemcenswe ence ncceee woes cece nensee- - 223 935 
Amount..------------------------------------------------------------- $98, 923, 000 $105, 000, 000 
Route miles of line to be constructed or ‘improved... seetaeeetcouck once 39, 497 42. 000 





Subscribers to receive new or improved service-----..-.-.----.-- Paes 170, 870 | 182. 000 
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, 507, 706 
121, 706 
, 149, 697 
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, 273, 673 
, O01, 598 
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343, 000 
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371, 000 
02 1, 000 
692, 000 
OOD, O00 
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181, 000 
000, 000 
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| year 
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000, 000 
42, 000 
182, 000 
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New telephone loan funds for fiscal year 1960 consists of a regular authoriza- 
tion of $79 million plus a reserve authorization of $25 million to be used to the 
extent that it may be needed during the year. The carryover of unused funds 
from fiscal year 1959 was nominal, totaling only $23,304. All of the funds avail- 
able for fiscal year 1960 are expected to be loaned. The amount of funds avail- 
able will provide new or improved service to about 182,000 rural subscribers on 
an estimated 42,000 miles of line. 


Fund advances and construction progress 


1959 | 1960 
| | 


I eccccndeaeedinn> ttknnnaeeeneetpeekeessanatenacee shecennnbObe $100, 000, 000 


7 
2oute miles of line constructed or improved ela date pilna eae aamale ie “41, 245 48, 000 
Subscribers receiving new or improved service......-.------------------- 1 180, 000 208, 000 


1 Estimated. 


A cumulative total of $402,878,188 was advanced to telephone borrowers 
through June 30, 1959. It provided for construction and improvement of 182,- 
898 miles of line and new and improved service to an estimated 630,000 sub- 
scribers. In addition, as of June 30, 1959, contract and force account proposals 
had been approved for construction of about another 38,000 miles. 


Cumulative repayments 


June 30, 1958 | June 30, 1959 


Payments: } | 


Principal aan Loge eet eecgeeen cance semiae Jicdemouencaedes $7, 863,513 | $13, 132, 383 
Interest ~ 2 ‘ PEE AP eee . 5, 545, "439 | 9, 145, 846 
Repayments ahead of schedule — wei eaadke reer rseienis 709, 920 | 1, 599, 422 
Parments overdtie more than 30 Gays. . ... << ccwswscctccccccccocscessseasss | 363, 138 | 309, 128 


The situation in regard to overdue payments is improving. A major factor 
accounting for past overdue payments has been the delays in construction, 
especially the long delays in delivery of central office equipment. These delays 
resulted in payments becoming due before construction was completed. 


Management and engineering 

Management assistance to borrowers.—Many telephone borrowers are beset 
with operating problems prior to the closing of their initial loan. If these 
borrowers receive the proper amount of attention from REA from the begin- 
ning, there is much less risk of serious loan security problems developing in the 
future. During fiscal year 1959, intensive effort was devoted to individual bor- 
rowers who had not developed a level of operations adequate to assure loan 
repayments. These borrowers were helped with critical operating problems 
such as rates, operating budgets, personnel, connecting company agreements, 
etc. By helping or advising borrowers in matters such as negotiation of an 
adequate connecting company agreement they have been ableto get more favor- 
able terms that permit them to retain more of their toll receipts or pay less 
for such things as operator assistance service. REA has also assisted bor- 
rowers in extending their service more rapidly in order to realize their full 
revenue potential as soon as possible. This type of help from REA assists 
borrowers to put their operations on a sound operating basis and to improve their 
financial position. 

The extent of these needs is shown by the fact that operations work was 
carried on with 665 borrowers during fiscal year 1959 as compared with 611 
the year before. The total number of borrowers will rise to an estimated 7235 
by June 30, 1960. During fiscal year 1960 REA will continue to devote attention 
to helping borrowers secure and develop the best management available and 
attain their maximum revenue point as rapidly as possible. Attention will be 
concentrated on delinquent borrowers and those experiencing unsatisfactory 
or adverse financial trends. Delinquent borrowers at June 30, 1959, numbered 
13, with principal and interest amounting to $309,128, compared to 15 delin- 
quencies in the previous year totaling $363,138. 
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Engineering and technical operations.—Through June 30, 1959, a total of 62% 
borrowers were authorized an advance of loan funds for construction. By 
June 30, 1960, the number of borrowers authorized advances for constructig 
will increase to about 700. During the fiscal year 1959 central office equipmen 
installations were completed in 429 exchanges as compared to 404 during 
fiscal year 1958. The number of borrowers who had cutover (modernized) 
REA-financed facilities rose from 439 on June 30, 1958, to 532 on June 30, 1959, 
It is estimated that another 120 borrowers will cutover one or more of thei 
exchanges in 1960, bringing the total of such borrowers with exchanges to 652 

Engineering assistance is provided where borrowers have technical operating 
problems. REA is also encouraging interest on the part of engineering firms 
to enter the rural telephone field and to acquaint borrower and engineering firm 
personnel with REA policies and requirements. Through these efforts, together | 
with other contributing factors, the quality of the work of engineering firms 
has continued to improve. The standardization work of REA telephone staf 
engineers and the increased interest of equipment manufacturers in rural 
telephony as a market has helped to increase the pace of construction. 























Other program highlights 


Expanded use of underground cable.—During the year, wire and cable design 
work by REA engineers reached the point where underground cable is prac 
tical under favorable conditions in many areas of the United States. Nepr 
accessories to be used with underground cable have also been designed ani 
manufactured. Many of the manufacturers of accessory products have con 
tributed substantially in this regard. Large cable plows have been designe 
and are available which are capable of placing the wires or cables into the 
ground to required depth for satisfactory operation. 

Assistance to borrowers on FAA installations —REA provided special assist: 
ance to a number of borrowers in meeting requests from Federal Aviatio 
Agency offices for telephone communications to sites in the air-ground peripheral 
network and to other FAA installations. This involved continued liaison with 
FAA and representatives of the Bell System. 

Increase in defense communications.—Activities on the part of REA bor | 
rowers involved in providing communication facilities for the semiautomatic 
ground environment (SAGE) system of the Air Defense Command were acce:/ 
erated during the year. As of June 30, 1959, approximately 150 independent} 
telephone companies were involved in the SAGE program and 37 of these wer 
REA borrowers. RPA assistance to these borrowers required a significant it 
erease in activity by its staff specialists and line personnel in view of th 
increased complexity of the communication requirements involved, as well # 
active participation by a larger number of borrowers. Liaison activities with 
the Air Force and the Bell System were increased as a result of the adde 
workload in this field. 

Program progress.—The cumulative figures presented in the following table 
III and IV show the progress that has been made in the rural telephone pro 
gram since its inception in October 1949: 
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TaB_e III.— Telephone loans 


il of 629 





















































ion. By (Cumulative figures] 
struction pn ig its 
juipment Estimated Progress after 
; ine | completion of construc- 
during | | tion authorized by total 
ernized) loans to date 
30, 1959, Date Borrowers | Totalnetloans| 
of their Route-miles |Subscribers to 
S to 602 of line to be |receive new or 
yperating constructed improved 
ng firms or improved service 
er Mt © co) Mey! s Poe EE a eke ee ee See ae eee 
together EEE 60a ibinewnadpgeniens pckumabeleeeeee 17 $3, 426, 500 3, 948 16, 837 
ng firms |) June 30, 1951 - -------------2---------eeeneeeeeee 113 41, 255, 000 41, 288 155, 816 
” SEs i cidaccdedsssecdenestuceneceuonel 190 82, 260, 718 72, 563 251, 050 
OOO: . S52 cua caaedenbebeoanad 219 118, 144, 218 88, 337 302, 597 
in rural) } June 30, 1954. .--.... sideman cpaacaaint 279 | 184, 578, 542 125, 576 410, 657 
; << wunantigeinudcs eraauabiehbatnhin | 351 | 234, 180, 542 157, 751 515, 683 
PE Dh. ouneakssedsoncnnuecnddeean ene 466 312, 391, 542 201, 524 695, 389 
NE ET sdb dg clans ti ward o anenkseres uate tai | 551 391, 139, 542 | 241, 681 863, 329 
OS eae sparkle a Seem cade | 611 478, 459, 015 | 277, 730 1, 020, 454 
SSE are ee ot ae ro ge ee 665 575, 213, 415 | 317, 227 1, 191, 324 
le design pee ae, 1000 (ebtimeated).... 2.2 cnet 735 679, 213, 415 359, 227 1, 373, 324 
IS ed June 30, 1961 (estimated)-_._........---.-.-.---- 805 759, 213, 415 391, 727 1, 513, 074 
es. Nev . 
med ant 
AVE CO: TaBLE IV.— Telephone construction 
designed : : 
into the ph ; [Cumulative Somme ; 
al assist: Construction completed 
Aviation Totslioan Fos | es Pa baer 
eripheral Date funds advanced| Route miles | Subscribers 
ison with to borrowers of line con- | receiving new 
: | structed or | or improved 
2BA b improved | service! 
Aius OF § helices ‘ 7. eae aaa aeanialoaioes tenia 
if 
vutomati) RI el a a tee inn a ed eS | a tot 5 BE are aos 
| $155, 868 | (2) (2) 
) ns eS oo evan we nvenaendenkbonanunn | 7, 797, 218 | 204 1, 686 
epen 
Rs ee ae Se et ie bein ete 8 ges 31, 662, 022 8, 243 24, 729 
nn ee ae 60, 102, 148 26, 541 85, 000 
ficant in | a Sg oo oe ae ad eS has 99, 889, 134 45, 498 148, 000 
: ne i ae iaaemen 153, 808, 413 3 68, 607 223, 000 
™ “ I Zee eee Se oc | camgbeaied 226, 748,656 | 3.108, 064 330, 000 
OT ed 309, 608, 665 $144, 556 450, 000 
RE I ee ne ee wpidneaoicn 402, 878, 138 3 182, 893 630, 000 
he adde Sen eT CULO 6 Ss a kc ewnnbacduccores & 502, 878, 138 230, 893 838, 000 
: Is a ee | 607, 878, 138 278, 893 1, 046, 000 
| i 
ing tales ——— i 


' Estimated. 
hone pre ? Not available. 


4 Revised. 


Mr. Wurrren. Mr. Scott, we will be glad to have your general 
statement. 

Mr. Scorr. Thank you, Mr. Chairman and members of the com- 
mittee, 


GENERAL STATEMENT BY Director oF AGRICULTURAL CREDIT SERVICES 


It isa pleasure to be with you again. We appreciate being here to 
discuss the fiscal year 1961 budget for the Rural Electrification Ad- 
ministration. This year REA will complete 25 years of services to 
the farmers and rural people of our country. The REA programs 
have developed an outstanding record, of which everyone of us can 
be justly proud. The Department takes great pride in the accom- 
plishments of both the rural electrification and telephone programs. 
We want to express our gratitude to the Congress and particularly 
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to this subcommittee for its strong support of these REA loan pro- 
grams throughout the years. 


CONTRIBUTION OF REA PROGRAMS TO ECONOMIC POSITION AND 
AGRICULTURAL PRODUCTION 


This strong interest and support has made it possible for millions 
of farmers and rural people to improve their economic and social sit- 
uations and remove the drudgeries of farm life. We cannot begin 
to evaluate the contributions these fine programs have made to 
strenethen the economic position of our country and its agricultural 
production in both peace and war. I am sure that none of us would 
for a moment think that the tremendous growth and development 
of rural America would have occurred without electric and telephone 
facilities such as REA loans have made possible. 


STATUS OF LOAN PROGRAMS 


REA has already loaned over $4 billion for rural electrification and 
almost $650 million for rural telephone service. During these pas 
25 years close to 5 million farm families and rural establishments y 
been connected to REA-financed electric lines. Approximately 9 
percent of all U.S. farms are now getting central station electric serv- 
ice. Loans approved since the telephone program started in October 
1949 will provide new or improved service to over 1.3 million farm 
and rural subseribers. 


a 


AND TELEPHONE 











EXPANDING NEEDS IN ELECTRIC PROGRAMS 





These REA-financed systems are continually meeting heavily in- 
creasing demands for more power and better telephone service. | For 
example, during 1959 there were 139,000 new consumers added to 
REA-financed powerlines. Five out of six of these new consumers 
were nonfarm consumers. At the same time existing consumers it- 
creased their use of electricity. The average for all consumers on 
REA lines rose from 4,720 kilowatt-hours in 1958 to 5,200 kilowatt- 
hours in 1959. New and increased uses of electricity is the history 
of this industry through the years. There is every reason to believe 
that the use of power on REA lines will continue to grow, 













MODERN 





TELEPHONE SERVICE IN RURAL AREAS 








There are a great many antiquated and rundown telephone sys 
tems in rural areas. Each year REA loans bring to a goodly number 
of these communities modern telephone facilities which provide just 
as good service as is available in urban areas. 










LOAN REPAYMENT RECORD OF REA 







BORROWERS 


The rural systems being financed by REA are financially sound 
and have an outstanding repayment record. The rural electrifica- 
tion and telephone borrowers have already repaid more than $847 
million of their loans. Over $155 million of these repayments have 
been made in advance of due dates. Loan repayments delinquent 
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more than 30 days are only about $400,000—about thirteen-thou- 
sandths of 1 percent of the loans outstanding. 


OPERATING REVENUES AND NET WORTH OF REA BORROWERS 


During 1959 the operating revenues of REA-financed electric sys- 
tems increased 9.8 percent over the preceding year. The gross oper- 
ating revenue for 1959 was $618.3 million, which was $297 million 
greater than the revenues of these systems in 1952. The net worth 
of the electric systems as of last January 1 amounted to $602 mil- 
lion, which was 18.2 percent of their total assets. Most of the tele- 
phone system are making financial progress but generally they have 
not been operating as long as the electric systems. 


FINANCING OF REA LOAN PROGRAMS 


We want to see these systems continue to grow in strength as locally 
owned institutions. We want them to have adequate loan funds for 
future growth. We believe they should on future new loans pay an 
interest rate that would cover the cost of money tothe Treasury. With 
this in mind, the President in his recent budget message said: 


The expanding use of power in the areas served by electric cooperatives 
financed by the Rural Electrification Administration continues to require sub- 
stantial amounts of new capital every year to provide addiitonal generating 
capacity and heavier transmission and distribution facilities. More than one- 
half of the total power sales by the REA system are made to rural industrial, 
recreational, and other nonfarm customers. These nonfarm users now com- 
prise over 8O percent of the new customers being added. 

The Rural Electrification Administration currently finances the capital needs 
of the cooperatives by borrowing from the Treasury at the statutory interest 
rate of 2 percent and relending at the same rate. Legislation is proposed under 
which REA would (@) borrow from the Treasury at not to exceed the average 
rate of interest payable by the Treasury on recently issued long-term market- 
able obligations, and (0) make future electric and telephone loans at the same 
rate plus one-fifth of 1 percent to cover administrative expenses and estimated 
losses. Legislation now before the Congress to place the operations of this 
agency on a revolving fund basis should also be enacted. 

It is vital, looking ahead, that legislation be developed to enable telephone 
as well as electric borrowers to obtain funds from a mutually owned financing 
institution to meet the needs for the future growth of these borrowers. Under 
this longer range plan, loans would also be available from the Rural Electrifica- 
tion Administration to meet special circumstances. The Secretary of Agri- 
culture will work with REA cooperatives and other interested parties in 
developing such a proposal. 


BUDGET REQUEST FOR LOAN AUTHORIZATIONS 


_ The fiscal year 1961 budget request will provide for $220 million 
In electrification loans and $81 million in telephone loans. These 
estimates are based on present legislative authorities, and are not 
contingent upon the enactment of the legislative proposals cited in 
the President’s budget message. 

Mr. Chairman, REA Administrator David A. Hamil and members 
of his staff are prepared to discuss the budget request and other 
phases of REA operations in detail. I will be glad to respond to 
questions now or after Mr. Hamil has made his statement whichever 
you or other members of the committee may prefer. 

Mr. Wutrren. We will be glad to hear from Mr. Hamil now. 
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GENERAL STATEMENT BY ADMINISTRATOR OF REA 


Mr. Hamu. Mr. Chairman and members of the committee, this 
is the fourth time I have been up here to meet this committee in this 
capacity and I want to thank you again for having us here to explain 
our program. 

PROGRESS OF ELECTRIFICATION PROGRAM 


I will speak first about the progress of the electrification program. 
At the present time there are being served through the REA fi- 
nanced facilities more than 4.700.000. meters. That is not people, 
those are meters, that many installations. There are more than 
1,400,000 miles of line scattered in 46 of the 50 States. The average 
consumption of electric al energy from the REA financed lines is 
doubling about every 7 years. At the present time it is in excess of 
400 kilowatt-hours per month. More than 96 percent, approaching 
97 percent, of all the farms, ranches, and rural installations are now 
served, and more than half the installations are served by REA 

borrowers. 
| 


REVENUES AND NET MARGINS OF ELECTRIC BORROWERS 


The revenues from power sales are continuing to rise yearly. Last 
year, 1959, the revenue from power sales was $618 million and it 
was $321 million in 1952. The net margins have more than tripled 
over this same period. Last year, 1959, there were $88 million; and 
it was $25 million in 1952. 


ELECTRIFICATION BORROWERS WITH OPERATING DEFICITS 





The number of borrowers with operating deficits is down; we had 
251 borrowers in 1952 and we have that down to 45 in 1958. 


NET WORTH OF ELECTRIFICATION BORROWERS 





The net worth of the borrowers now exceeds 18 percent. In dollars, 
it was $161 million at the end of 1952 and $602 million at the end of 
1959. 


LOAN 





REPAYMENTS BY ELECTRIFICATION BORROWERS 








There have been more than $1 billion paid on principal and interest, 
including $154 million paid in advance of due date on REA 
obligations. 

The debt payments in arrears has dropped from $718,000 for 45 
borrowers at December 31, 1952, to $98,000 for 1 borrower at December 
31, 1959. 

We are v ery happy to report to the members of this committee that 
the particular borrower is now operating on a basis whereby our esti- 
mate is that the borrower will become current in 1964 and we see a con- 
tinued good operating report from the borrower. 
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APPLICATIONS FROM ELECTRIFICATION BORROWERS 


Now, as for the loans: 

First, it is expected that borrowers will submit applications total- 
ing $346,600,000 in 1960 and that their applications in 1961 will 
total $216,900,000. 

We began 1960 with $158,800,000 in applications on hand. These 
plus the $346,600,000 that we were advised the borrowers plan to 
submit this year, amounts to $505,400,000 in applications for consid- 
eration during 1960. 


ELECTRIFICATION LOANS DURING FISCAL YEAR 1960 


We expect to loan $245 million this year, and I say to the members 
of the committee that we are attempting to meet every loan need that 
comes before REA that meets the specifications. Up to this date, we 
have loaned a fraction over $115 million in the electric program, so 
we have quite a way to go yet in 1960 to loan $245 million. How- 
ever, we are not here to make a record, to show how much money we 
can loan. We are down here to say that we can meet the loan needs 
coming under the act 





COLLECTIONS OF PRINCIPAL AND INTEREST ON ELECTRIC LOANS DURING 1960 


Mr. Wuirren. Let me interrupt you. Approximately what will 
be your collections this year ? 

Mr. Hamm. We can furnish the exact figure. 

Mr. Wuirren. My purpose is to make a comparison at this point 
between the amount loaned and the amount you expect to collect. 

Mr. Herzoc. We expect to collect about $104 million. 

Mr. Wurrren. How about the interest figure ? 

Mr. Herzoc. About $53 million. 

Mr. Hamm. The loans are running in excess of repayments Mr. 
Chairman, but the gap is getting closer. 


ELECTRIFICATION APPLICATIONS FOR CONSIDERATION IN FISCAL YEAR 
1961 


Mr. Hamu. If we loan $245 million in 1960, Mr. Chairman, we will 
begin 1961 with applications on hand totaling about $235,400,000. 
These plus the $216,900,000 of applications the borrowers plan to 
submit in 1961 will give us $452,300,000 for consideration. 

Mr. Wuirren. Let me interrupt you again. These applications 
that you have on hand, running into large amounts of dollars, when 
matched against the funds that you request, might raise some ques- 
tion as to whether you have adequate funds to meet the needs. 

First, will some of these applications be for construction of power 
generation plants, taking the bargaining position for reasons of rates ? 
In other words, how many of these applications have been delayed in 
the processing? How much timelag is in there? 

Mr. Hamit., Mr. Chairman, we assume that every loan application 
that comes to us is to be processed as rapidly as we can to see if it 
meets the terms and specifications under which we can loan money, 
and if it is needed. 








TIMELAG IN PROCESSING ELECTRIC APPLICATIONS 


Mr. Wuirren. When you are going into a new year with that much 
carryover of applications, it makes me wonder how long it takes to 
process an application normally. 

Mr. Hamin. Some applications, Mr. Chairman, we are able to proc- 
ess in a matter of a very short time. The ones that come for genera- 
tion and transmission, when they are in a new field, it takes some time 
because we have to have the information provided by the borrower. 

Mr. Wuirren. Well, Mr. Hamil, you have used some very general 
words, “very short time,” and “some time”—that does not tell you 
much. How much time? 

Mr. Hain. If you have a distress loan down there, Mr. Chairman, 
I can tell you—overnight. 

Mr. Wuirren. I have no complaints. JI am just trying to make the 
record. You say that it would take some time. What do you mean? 

Mr. Hamm. It would depend on how quickly the borrower can pro- 
vide the information necessary. 

Mr. Wuartrren. Well, can you give an estimate in days to fit those 
two descriptive terms that you used? Iam just trying to get for the 
record how this matter flows. What is the usual time in the case of an 
application by an REA borrower with whom you have done business 
and who you know has considerable equity in his equipment and all 
of that? 

Mr. Hamu. I will ask Mr. Zook. 

Mr. Wuirren. An application for an additional loan. What would 
be your rough estimate ? 

Mr. Zoox. About a month. 

Mr. Wuirren. Now, in the other case where he makes an application 
for a power generation system, what would be the approximate time, 
realizing that there would be variations? 

Mr. Zoox. Mr. Whitten, I cannot give you an average. I could s 
on the basis of the last loan we made for those purposes sand which was 
started totally new, it took just about 7 months. 

Mr. Wurrren. And you have had some of those as a as several 
years, have you not, where they were controversial or for other 
reasons ? 

Mr. Zook. Sometimes in the count of the applications on hand there 
is only a board resolution indicating a preliminary application and 
the completed application may not come in for several months. 


CARRYOVER OF PENDING APPLICATIONS 


Mr. Wuirren. Could we have for the record the applications pend- 
ing and the applications carried over, as to what percentage were for 
funds to expand service to new customers, and what part were to re- 
phase or strengthen the lines already existing, the numbers and the 
amounts for power generation ? 

Mr. Hamu. We could provide that for you. 

Mr. Horan. Could we enlarge that to include what is involved in 
the feasibility report on these extraordinary loans? 

Mr. Wnairren. In vapor nee with that you might say for the 
record what is required when you say “feasibility.” You might spell 
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that out in the record the criteria area on which you judge these ap- 
plications. avery ee , 

Mr. Hamin. You are asking now primarily for criteria on transmis- 
sion loans ? 

Mr. Wurrren. I would like it for all fields, but separated into the 
different types of loans. 

Mr. Hamin. We will be glad to do that. 

(The information requested follows :) 

As of March 8, 1960, REA had 71 electric loan applications on hand. Of these, 


15 applications included funds for generation. The amounts of money requested 
for each loan purpose was as follows: 


Distribution facilities, excluding system improvements___---__--_- $17, 218, 031 
BvatOul: “MA OTOVOMCI Rn octet pean ccbakeweeusdakeweenaes 17, 400, 601 
RRR TRON on a a ee eh a ee 134, 974, 247 
nA a ee 65, 375, 884 
CST PRT a 225, 000 

PO oe ou wasnwandbaebs Hcabeikinti=eceecienuaneeene 235, 193, 763 


The information with respect to REA loan feasibility criteria is as follows: 


CRITERIA USED BY REA IN EVALUATING THE FEASIBILITY OF ELECTRIC LOANS 


Section 4 of the Rural Electrification Act provides that electric loans may be 
made for financing the construction and operation of generating plants, electric 
transmission and distribution lines or systems for the furnishing of electric 
energy to persons in rural areas who are not receiving central station service. 
Section 5 of the act authorizes REA to make loans for financing wiring and 
the purchase and installation of electrical and plumbing appliances. Loans 
may be made to persons, corporations, States, territories, and subdivisions and 
agencies thereof, municipalities, people’s utility districts, and cooperative, non- 
profit, or limited-dividend associations. 

The act further provides that with respect to loan applications for construc- 
tion, operation, or enlargement of generating plants, no loan shall be made unless 
the consent of the State authority having jurisdiction is first obtained. 

All material factors entering into the determination of legality and feasibility 
of a proposed loan are taken into account in considering applications for loans. 
Illustrative of those factors in respect of applications for loans under section 4 
are the following: total estimated cost of construction: miles of line to be con- 
structed; consumers to be served; estimated annual gross revenue; estimated 
annual expense; operating record, if any; an evaluation of the economics of 
the area proposed to be served: compatibility of the proposed construction with 
the applicant’s long-range engineering plan or the engineering system study; 
availability of a satisfactory source of power; record of debt service payments as 
to proposed acquisitions, condition and earning record of the properties, esti- 
mated cost of rehabilitation, and salvage value of material and equipment to be 
retired; a power cost study if the proposed loan is to finance in whole or in 
part one or more generating plants; and similar pertinent information accord- 
ing to the circumstances of each proposed loan. With respect to applications 
for initial loans to finance generating facilities, a finding is required that there 
is no adequate or dependable source of power available to meet the consumers’ 
needs, or that the rates offered by existing power sources would result in a 
higher cost of power to the consumers than the cost from facilities financed by 
REA. In the case of supplemental loans for generation facilities, a finding is 
required that the additional facilities constitute the most effective and economi- 
cal arrangement for meeting the increasing power requirements of the con- 
sumers. 

Applications for loans under section 5 of the act must indicate among other 
things, the total amount of loan requested, and a resolution of the board of 
directors establishing a credit committee stating its duties and responsibilities. 
It is REA policy to encourage the use of other sources of consumer financing 
where such financing is available. In appraising requests for section 5 loans, 
REA gives consideration to the availability of satisfactory financing from other 
Sources in a borrower’s area and the need for such loans in connection with 
power use programs. 
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Following the examination of an application, a loan is recommended to the 
Administrator provided the application meets all applicable requirements. A 
recommendation to the Administrator for the making of a loan consists of a 
docket summarizing the pertinent facts to support the conclusion that the 
security for the loan would be reasonably adequate and such loan would be re 
paid within the time agreed. Before any loan is made a certificate is executed 
by the Administrator to the effect that he finds and certifies that in his judgment 
the security for the loan is reasonably adequate and such loan will be repaid 
within the time agreed. A budget is prepared in connection with loans under 
section 4 showing the purposes for which funds are loaned. Funds are advanced 
only in accordance with the established loan budget. 


BUDGET REQUEST FOR FISCAL YEAR 1961 ELECTRIC LOAN AUTHORIZATION 


 Hami. Continuing, Mr. Chairman, our carryover into 1961 of 
aaa loan funds from 1960 will amount to $108 million, assuming 
that we loan $245 million in 19609. 

We have asked for a new 1961 loan authorization for the electric 
program of $110 million. This, together with the $108 million earry- 
over from 1960 plus estimated rescissions of prior loans totaling about 
$2 million will provide $220 million which is our estimate of the loans 
for 1961. 

Mr. Wuirren. Where they ask for this authority, this is a loan 
authority. It will not be loaned unless the applicants meet the speci- 
fications and will not be loaned unless the applicant makes a showing 
of need, meeting your tests as to the feasibility. Unless those two 
things are met, you will not need this money ? 

Mr. Hamm. That is right. 

Mr. Wuirren. And if you approve the loan you will not actually 
go to the Treasury for the money until it is actually spent. You do 
not borrow money in advance of the actual spending in carrying out 
the purposes for which the loan was requested ? 


ELECTRIC LOANS APPROVED—FUNDS NOT YET DRAWN BY BORROWERS 


Mr. Hamu. The money is drawn down as it is used by the borrower. 
There are at the present time in excess of $541 million of moneys 
allocated and not drawn down by the borrowers in the program. 

Mr. Wuirren. And the REA has not drawn that from the Trea- 
sury ¢ 

Mr. Hamm. That has not been drawn. 

Mr. Horan. That does not figure in the $4 billion? 

Mr. Hamm. Yes, sir; it figures in the $4 billion because the loan 
has been made, Congressman, but the money has not been drawn and 
put into plant or lines or other facilities. 


ELECTRIC LOAN REPAYMENTS IN ARREARS 


Mr. Wuirren. What is the rate of repayment of these loans, per: 
centagewise? You mentioned a rate of repayment with regard to the 
various borrowers, but what percentage of the total amount is in 
arrears ? 

Mr. Hamiu. The total amount in the two programs that is in ar- 
rears, Mr. Chairman, amounts to less than thirteen-thousandths of 1 
percent, that is the amount in the two programs that is in arrears. 
The electric program being the older of the two programs, of course, 
has much less percentagewise. 
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I will now get to the telephone program. 


STATUS OF TELEPHONE LOAN PROGRAM 


The status of the program is as follows: 

The total loans to date of over $650 million since the start of the 
telephone program will provide new or improved service to almost 
1,300,000 subscribers, and of these almost 1 million have been con- 
nected to date. Over 600 borrowers out of almost 700 already have 
one or more exchanges in operation. 

As to the financial condition of the borrowers, over $25 million in 
principal and interest has been repaid, including $2,600,000 in advance 

ayments. 

We have 10 delinquent borrowers in the telephone program with a 
total delinquency of approximately $353,000 of principal and interest 
overdue more ten 30 days. There were 17 Couveness delinquent 
in the telephone program a year ago. I am not at all worried about 
this delinquency that we have in the telephone program because 
it is a newer program. The REA had to learn, the borrowers had 
to learn, and I have every reason to believe that we and the bor- 
rowers will get on top of the problems and that the same financial 
record will be found here as has prevailed in the electric program. 


TELEPHONE LOAN FUNDS AND APPLICATIONS 


There are available for loans this year for the telephone program 
$105 million and we expect to loan all of the funds available in 1960. 
The loans this year up to date are a little in excess of $75 million. 


RECEIPT OF TELEPHONE LOAN APPLICATIONS 


The applications received this year to date total $85 million, and 
we now have applications on hand totaling $120 million. This indi- 
cates that the rate of receipt of applications is exceeding the $120 
million that we anticipated for this year to be presented to us. 

It appears now that at the beginning of 1961 we will have appli- 
cations on hand totaling more than $135 million and during 1961 we 
estimate that we will receive applications totaling $120 million. 

The budget request is for a new 1961 loan authorization of $80 mil- 
lion and we estimate rescissions of prior year loans totaling $1 million. 


REA ADMINISTRATIVE FUNDS 


Now, as to the administrative funds, we have a request in the budget 
for $9,632,000. This will provide for about 7 man-years less than this 
fiscal year. Out of this money we will be able to absorb the health 
benefit cost in 1961 and other increasing costs and we feel we will be 
able to operate the agency satisfactorily, providing all the service 
that will be needed with this amount of money. 

I will call to your attention that we are administering both the 
electric and the telephone programs with about 994 man-years and 
there has been a steady decrease in the man-years from 1,150 man- 
years of employment for the electrification program alone in 1950. 
We feel that with the experience we have now that we are able to 
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administer this program ably and acceptably with the amount re. 
sr si m the budget. 

Mr. Chairman, if there are any questions by you or members of 
the ae we hope we will be able to provide you with the 
answers that you may desire. 


AREA COVERAGE IN ELECTRIFICATION PROGRAM 


Mr. Wurrren. We do have some. I may start by saying that I and 
some members of the committee were disturbed by the slowness with 
which many of the local cooperatives set out to give area coverage, 
I was one of those in the Congress desiring to give the REA the power, 
as far as the local cooperatives were concer ned, so that the REA could | 

see that the rates were sufficiently high that a cooperative could afford 
to extend credit to those in thinly populated areas and that the rates 
also would be high enough to render good service. 

Do you have any trouble now with complaints about people being 
unable to get service in the general area of the local cooperatives? 


EXTENDING REA COVERAGE 


Mr. Hamin. Mr. Chairman, there will probably always be some 
complaints along that line. However, we of REA have reviewed all 
of the extension policies of our borrowers within the past year and | 
we have found that less than 10 percent of the borrowers from REA 
might be criticized for a failure to have a good, sound area coverage 
program, and I say they might be criticized for that, but most of them 
are making a very diligent effort to provide area coverage and we in | 
REA have not forgotten that is one of the objectives to be carried out, | 
to see that all people have it. 

Mr. Wuirren. You no longer have supervision over the actual | 
operations, as I understand it. But in connection with new loan ap. | 
plications you have again the chance to require such modifications | 
and changes as might be essential for that purpose if changes are 
needed. You have a chance to require that in connection with the 
request for additional funds. 

Mr. Hamu. Could I speak off the record ? 

Mr. Wuirren. Yes. Off the record. 

(Discussion off the record.) 

Mr. Wuirren. Back on the record. 

Mr. Hamm. I will say that basically the borrowers of REA are 
making diligent efforts to see that the principle of area coverage is 
followed to the letter. There are a few cases where area coverage has 
been impossible even under REA circumstances, but those are.so few 
that they are hardly worth mentioning. 

Mr. Wurrren. Of course, we realize that when you get to where 
about 97 percent of those farmers are now able to get central station 
coverage, as you get closer to those that are in what might be termed 
isolated ar Th: at makes it extremely difficult and even impossible 
in some aie, is that correct ? 
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NEW ELECTRIC DISTRIBUTION LOANS 


Mr. Hamin. That is correct, Mr. Chairman. We made four new 
distribution loans within the last year. Two of them are in Alaska 
and the two of them in the State of Nevada. I will ask Mr. Zook, 
do they have any new area loans pending ¢ 

Mr. Zoox. Yes; one distribution borrower in the State of Alaska 
in an area about halfway between Anchorage and Seward. That is 
the only new distribution application presently. 

Mr. Hamrin. Mr. Chairman, for the benefit of the members of the 
committee, might I make a statement off the record ? 

Mr. Wuirten. Yes. 

( Discussion off the record.) 


RETAIL AND WHOLESALE POWER RATES 


Mr. Wurirren. Back on the record. I would like for the record to 
show the variation in rates charged by REA cooperatives, the high, the 
low, and the average; and also show the rates that they are paying 
for power from private sources and from power generation. If you 
wish, you might show it for a period of years so as to show the trend. 

Mr. Hamiu. Yes. 

(The information requested follows :) 


AVERAGE Price Parp PER KILOWATT-HouR—HIGH, Low, AND AVERAGE—BY REA 
CONSUMERS IN EacH STATE: AND AVERAGE MONTHLY KiLowatTt-Hour Con- 
SUMPTION—CALENDAR YEAR 1958 


The data in the following table show by States the high, low, and average prices 
paid by REA borrowers’ consumers during 1958 for the energy they used. The 
price paid by consumers is greatly affected by the amount of energy used, 
since borrowers’ retail rate schedules provide for lower rates as consumption 
increases. Comparison of the prices paid should, therefore, take into con- 
sideration variations in the corresponding kilowatt-hour consumption figures 
which are also shown in the table, 

The following comparison illustrates the effect the amount of electricity used by 
consumers has on the price they pay per kilowatt-hour. The data in the table 
show that the highest average price paid by an Alabama cooperative’s consumers 
in 1958 was 3.47 cents per kilowatt-hour for an average of 182 kilowatt-hours per 
month. The lowest average price paid by another Alabama _ cooperative’s 
consumers was 0.62 cent per kilowatt-hour for an average of 3,229 kilowatt-hours 
per month. However, there is less difference in the retail rate schedules of these 
two cooperatives than these data might be assumed to indicate. For example, 
the cooperative Whose consumers paid an average of 3.47 cents per kilowatt-hour 
for the electricity they used in 1958, charges farm and residential consumers 2.95 
cents per kilowatt-hour for 300 kilowatt-hours per month. The other coopera- 
tive whose consumers paid an average of 0.62 cent per kilowatt-hour for their 
energy, charges farm and residential consumers 2.17 cents per kilowatt-hour for 
300 kilowatt-hours per month. 

















| 
State | rowers 
| reporting 
| 
| 
| 
Alabama: | 
SRR fee ook kes 8 ] 
Low se aire 7. 23 
Average sik hearin 
Arizona 
er Se. '] 
Low oe —— 
BWORORG. . .. cenn« 
Arkansas: 
ROO oo ain | 
WC ‘ 18 
AWOROGS. «.<<<ca- 
California: } 
UME ccstaccinicccheeoanie ] 
Re a a 4 5 
AVOTORG. «.0.<00 
Colorado: | 
Re | 
ce fee 22 
AVeTage. ....<.-- 
Delaware: | 
High | 
Low i 1 
Average 
Florida: | 
RN os ci ithaca | 
NE ge ae | 15 
Average.........|t 
Georgia: 
SEDER octadncenee l) 
Low if 41 
Average. .......- | 
Idaho 
RENO Soest c Sats 
eae 9 
A verage.......-- | 
Mlinois: 
SINC Se ce den | 
RN lS oe , 27 
VUNG. cy .n0nen 
Indiana: 
RNUNR aie Zaid 1] 
as if 39 
Average........- 
Iowa: 
BUNS ota ext 1] 
RN 48 
BVOTORG..... cons<- f 
Kansas: | 
RR casas nica soheicns | 
SI es | 36 
avermee: SS. oce 
Kentucky: 
Ro a } 
RO oe 26 
Average...._...- j 
Louisiana: 
a } 
Sone. 14 
Average. ......-- 
Maine: 
LY aes | 
Woon 5 
Average. ____- ‘ i| 
Marvland: 
oe ia nes 
a 5 2 
DVOTREG 6 vicnvnes 
Michigan: | 
i Mecnccsecncmant 
TRIN ee a 13 
A. a | 
Minnesota: 
High...... ----|| 
ae ° awlf 49 
Average..... 


| Number 


of bor- 


| Average 
price 
paid per 


kilowatt- 


ers (cents) 





hour, 


all 


consum 


woo 


toh Bw 
ee 


ew“ 


ne co co 8 


es 


~ 


gr 


we co 


nee 


er 


hyo 


tet 


tooo 


nro bro 


49 


82 
38 
10 


Average 
monthly 


kilowatt- |! 


hour con- 
sumption 


_ 
= 





301 | 
742 
363 


183 
718 
338 | 


169 i 


1, 555 


| Average | 


| Number | 


| 
State | 
| 
| 
| 


RN a ee le 


Average 


| Missouri: 


268 || 


128 | 


97 || 


166 


280 
529 


439 | 


164 |} 


365 


O7F 
ae 
200 | 
581 | 
399 | 


5 |} 
| Texas: 


| 


LO SSS eee a | 
ae , 
A verageé._...... - | 

Montana: | 
RN go ee 
OO pea 
Average | 

Nebraska: 

High 
Low a f 


Average........-| 
New Hampshire: | 

LO” Vie ase em 

Low... 

A verage 
New Jersey: 


1 SAS ae 

RN sons eT 

A verage...._- 
New Mexico: 

High .__- 

Low 

Average __ 
New York: 


See ie. \| 
Se ON , 
1 aS | 
North Carolina: 
High. er: i] 
Low , 


| i 
North Dakota: 
High. 
SAFIN scoetcdacteoneks | 
EWOTENO. 2a. 5 oes if 
Ohio: 
BEMEDD wiccctinknatcue 
I ia 
AWN | gcc ce 
Oklahoma: 
High 
ee 
Average. 
Oregon: 
High_- 


Average ____. 4 i| 
Pennsylvania: 
BOR es Fane '] 
LY ORBEA a ie 
Average. _....... | 
South Carolina: 
High- 
SS eee ee 
Average. _....... 
South Dakota: 
RRS care ccc. 
ene ae 
AVOTERO. cccncans { 
Tennessee: 
Hig 





Average. _..--.-- 
High. 
Low 





of bor- 
rowers 


23 


9 | 


he 


24 


34 


16 


15 


13 


24 


paid per | 
| kilowatt- 
reporting | hour, all | 


price 


; consum- 


lers (cents) | 


J 
1 





_ 


Ne SE PS 


Neo 


—— rt 


509 OO 


Ne 


oye 


meee Sepsge ple: Sep 


ree 


to 99 


oh 


toon 


08 
13 
31 


45 | 


84 
06 


60 
68 


04 
50 


58 
35 
11 
97 
46 
83 


25 
14 


” 
12 


37 
00 
62 
29 
87 
51 
67 
56 
17 
81 


83 
79 











Average 
monthly 
kilowatt- 
hour con- 
sumption 


162 
669 
283 


167 
722 
279 


341 
693 
539 


232 
1, 010 
464 


661 
1, 248 
1,179 


154 
241 
2 

219 
219 


219 


109 
1, 174 
508 


307 
448 
368 


169 
424 
296 


319 
453 
412 


222 
584 
452 


112 
576 
289 


491 
1, 702 
1, 023 


202 
499 


363 
274 


282 
447 
354 
275 
1, 171 
716 
168 


316 











rerage 
mthly 
owatt- 
Ir con- 
nption 


—_—_.. 


167 
722 
279 


341 
693 
539 


232 
1, 010 
464 


661 
1, 248 
1,179 





367 


TC 











| Average Average 
Number | price Average || Number price Average 
of bor- | paid per | monthly of bor- | paid per | monthly. 
State rowers | kilowatt-| kilowatt- State rowers | kilowatt-| kilowatt 
reporting | hour, all | hour con- reporting | hour, all | hour con- 
consum- | sumption consum- | sumption 
ers (cents) ers (cents) 
Utah: West Virginia: 
RR ca sacdenous j 2. 51 1,477 REM maetedie sais 3.30 191 
BOM idicos ounces 4 2.18 1, 155 EMG akcncckevess 1 3. 30 191 
Average........<-- | 2. 26 926 | RIOIE . ccitcmnada 3. 30 191 
Vermont: Wisconsin: 
OOS cnsexdacns 5.18 149 MER. Kitawasiden 4.93 221 
TNS. + pccamapiog 3 2.99 386 EM invinwnewanes 29 1.92 781 
SE. chawinn 3. 34 303 Average. ........ | 2.75 455 
Virginia | Wyoming 
il 5.17 O0G Woes ceckiescn N if 383 494 
SS cu samaneen | 16 2. 33 S68 0 (RMN nc ccocwes: | 15 | 1. 30 5, 663 
RVOEEO. on csces 2. 89 284 Average. ........ | | ati 902 
Washington: Alaska: 
Be. cidawagnss f 2.7 325 TUIGR 2 <n crenauniedl 9. 60 516 
RN ccasenscene 15 . 62 2, 674 Pe. 8 2. 37 1, 433 
Average --...-... { 1.04 1, 395 AVGUGSO. ..0c20<4 4.18 486 
| | U.S. average_-- 932 | 2. 44 393 
| 








Average prices paid by REA borrowers for energy purchased from privately owned and 
publicly owned suppliers, 1949-58 














Cents per kilowatt-hour | Cents per kilowatt-hour 
Fiscal year Fiscal year 
Privately| Publicly | All sup- Privately| Publicly | All sup- 
owned owned pliers owned owned pliers 

suppliers '|suppliers ‘| suppliers '|suppliers? 
a. tie ccstaisnnen 1.02 0. 67 0. 89 | Pe Rticasscewesteeets 0. 91 0. 55 0.76 
Se .99 - 63 1 2 eas . 88 . 55 .74 
Gn sacceaabie - 96 59 DO LY SeDidcasinuedohd anak . 87 . 54 ota 
DR casinddiccanduis . 93 58 79 BN a arias yc lain tb . 86 . 53 aan 
Witicswccuctinrneka: . 92 57 WG Th DN bsatccaacencendl . 86 . 54 eo 





Includes power companies, REA-financed generation, and industrial and manufacturing corporations 
tIncludes Federal agencies, State agencies, municipal systems, and all other public bodies. 


CONTINGENCY LOAN FUNDS 


Mr. Wuirren. Are you asking for a continuation of the contingency 
that this committee has seen fit to place before, or are you just asking 
for the flat $110 million in the one case, and $80 million in the other? 

Mr. Hamm. In neither one of them has the contingency provision 
been submitted. 

Mr. Wuirtten. I think that this program has contributed more to the 
development of our country than any that I can think of, and I per- 
sonally believe that through this vehicle we have added greatly to the 
wealth of the whole Nation. This committee is still greatly disturbed 
about the farm situation, the farm labor costs and the declining income, 
and many other things. If it weren’t for the availability of electricity 
to do the work of many of the farmers’ jobs and make farm life a little 
more comparable with the life of other citizens in our country, I am 
more than ever convinced that our farm situation would be much, 
much worse. 

So, in the overall, whatever may be argued about the interest rates, 
I believe that the Nation has reaped great benefits from this program 
and I think that it will grow and I hope that it will not in certain 
areas lag far behind. 
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Mr. Scorr. We share that opinion, Mr. Chairman. 

Mr. Wuirren. When I first suggested having a contingency, it was 
for two reasons. One is that the money will not be drawn out of the 
Treaasury unless the loan meets the criteria for such loan, and it wil! 
not be drawn out if other funds are sufficient for the purpose. 

The other is that in times past, when certain loans were dis. 
approved, I did not want it to be said that it was because this com. 
mittee had held the rope too tight, particularly when the record of 
repayment is as wonderful as it is. So, I am a firm believer that the 
committee must restore the contingency amount, because it will not 
do any harm and it may do some good. Mr. Marshall? 





INTEREST RATES 


Mr. Marsuatu. I notice that in your statement you made reference 
to the fact that you recomme nded to the C ongress a change in the 
statutory interest rates. What possibility do you feel there is of the 
recommendation being considered by the Congress? That comes be- 
for another committee. How far along are you with this? Have 
they had hearings on it? 

Mr. Scorr. No, they have not, Mr. Marshall. The Department has 
reported on two interest bills that were introduced, one in the House | 
and one in the Senate. We have recommended th at in lieu of those 

yarticular bills the language that I referred to in my statement as | 
Eaing the administration’s proposal, that the rate be the long-term | 
cost of money to the Treasury plus one-fifth of 1 percent. As far as 
I know there have been no hearings scheduled on this. 

Mr. Marsuaut. Do you have any associations that are holding back 
on their loans waiting for C ongr ess to act ? 

Mr. Scorr. Not that I know ‘of, sir. 





ELECTRIC WIRING AND APPLIANCES 





Mr. Marsuauu. It has been called to my attention from time to time 
that the REA loans have been a stimulator to the purchase of equip- 
ment to use the current. Do you have any figures that would show 
how much equipment? For each dollar loaned there would be an 
equivalent of so much in purchases of equipment, do you have the 
figures ? 

“Mr. Hana. We estimate, Congressman Marshall, that it is about 
$4 for $1. 

Mr. Marsuauu. Well, that is quite a sizable amount, is it not, from 
the standpoint of finding uses for equipment ? 

Mr. Hamm. Yes; there are e being found more uses on the farms and 
ranches and rural establishments. 











FARM VERSUS 





NONFARM ESTABLISHMENTS 









I think I should state, Congressman, that at the present time about 
four out of every five insts allations that are being hooked on to REA 
financed lines are under the ce ategory of nonfarm. In other words, 
there are a lot of other folks living in the rural parts of the United 
States, too, at the present time. 
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ELECTRIFICATION LOANS FULLY REPAID 


Mr. Marsuauy. How many associations do we have that have their 
loans entirely paid up? 

Mr. Hamin. There are 96 borrowers who have paid in full, Con- 
gressman, and that includes several refrigeration borrowers. I believe 
there are seven electric distribution cooperatives who have paid off 
their obligations out of earnings. 

There have been a few others who have paid their obligations as a 
result of having sold their facilities. 


ELIGIBILITY OF PAID-IN-FULL BORROWERS FOR NEW LOANS 


Mr. Marsnauy. Those that are entirely paid out, having entirely 
paid out their obligations, are they eligible for loans in the future if 
they wish ? 

Mr. Hamm. Oh, yes. 

Mr. Marsuatt. To firm up their lines? 

Mr. Hamm. Oh, yes, they are, Congressman, if they want money 
and they are still under the act , they are eligible. 


ELECTRIC LOAN REPAYMENTS AHEAD OF SCHEDULE 


Mr. Marsuatyi. You mentioned the amount of advance payments as 
far as the REA was concerned and I think you also mentioned the 
RTA. 

Mr. Hamu. In the electrification program the amount of money ex- 
ceeds $154 million paid ahead of schedule. 

Mr. Marsnatu. Paid in advance? 

Mr. Hain. Yes. 

Mr. Marsuauu. That is a pretty good record; isn’t it? 

Mr. Hamu. I would say it is a very good record, Congressman. 


TELEPHONE LOAN REPAYMENTS AHEAB OF SCHEDULE 


Mr. Marsuauu. As far as the RTA is concerned, do you have any 
associations that have paid off the entire amount? That is a newer 
program, of course. 

Mr. Haan. There is none under the telephone program who has 
been able to pay off from revenues. There have been some amal- 
gamations, but none have been able to meet their complete obligation 
from revenues. Four telephone borrowers have paid their indebted- 
ness through sale of property or consolidation with other systems. 

Mr. Marsan. Your answer might not be correct. If you want to 
change it in the record, you may. 

Mr. Hamm. Yes, thank you. None have fully repaid from reve- 
nues, they have not had time yet. 

Mr. Marsuaty, We appreciate, of course, that it is a much newer 
program. 

INCREASING NEED FOR POWER 


Going back to the equipment that is used and the amount of power 
that is being used, the amount of power keeps continuously increasing ¢ 
Mr. Hamu. Yes, sir. 
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Mr. Marsuarti. Have you had any projected study to show how 
much that will further increase ? 

Mr. Hamin. Yes, we have projected studies, Congressman, based on 
the increase that is now in effect. I could give you that for any pe- 
riod of years that you would want up to, possibly, 20 years. 

Mr. Marswatu. Well, could you supply that for the record, an esti- 
mate of how much an increase might be in the next 5 years and during 
the next 10 years? 

Mr. Hamu. Yes, 5 years, 10 years, and I could give it to you for 20 
years if you want. 

Mr. Marsuaty. Well, that would be fine, too. 

Mr. Hami. Of course, when you get to 20 years, you realize that 
you are more or less guessing, that is quite a long while. 

(The information requested follows :) 





Estimated power requirements of REA financed distribution-type borrowers 


Kilowatt- Kilowatt- 

hours hours 
Calendar year: (billions) | Calendar year—Continued (billions) 
de og Bre eee ac 25.1 BORE eisai aan peers 99. 2 
es oho Sa el ee 6 TR ot heereonanatinlaed 140. 0 
IR iain a ci 68. 6 Be ae cnc tislacsa sake senacin etn sesh ae 196. 0 


INCREASING CAPACITY OF ELECTRIC LINES 


Mr. Marsnauyi. Now, in showing that increase, does that mean 
there is going to have to be considerably more money spent in firming 
up these lines so that they can carry that load? Are many of these 
lines built going to be antiquated, in other words? 

Mr. Hamm. Let us not put it that they are going to be antiquated. 
The loans that REA is making now for heavying up these lines, the 
borrowers are to the best of their ability putting these segments for | 
heavying up in so that the lines will eventually carry five or six times 
the present load—and I would have that checked by Mr. Zook. 

Mr. Zoox. Congressman, the basis on which we work, of course, is 
to encourage our borrowers to make what we call a long-term plan- 
ning study where they take a look at what the system would have to 
be like to service five or six times the present load. The money they 
invest is coordinated in that long-range look so as to get the maximum 
service life out of the installations and to make such installation just 
before it is needed. 

Mr. Marsnaty. When you firm up your lines so they will carry 
five to six times the load they are carrying now, what is that going to 
mean as far as the generation and the transmission of power is con- 
cerned, will those power transmission lines also have to be heavied 
up so they will carry it? 

Mr. Hamm. Yes. It is a growing situation, Congressman, and 
there will need to be additional generation and there will need to be 
additional transmission and there will even need to be additional 
distribution, since you are continually adding to the system. 
















NEED FOR GENERATION OF ADDITIONAL POWER 











Mr. MarsHatt. When an REA association requests a loan to build 
a heavier line to carry this load, do you take a look at the generation 
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facilities that are available for their increased load when you make 
the loan ? 

Mr. Hamu. Mr. Zook’s technicians study the loan applications to 
determine whether or not the money that will be invested in equip- 
ment will be the most economical for them in the long run and be 
able to provide capacity for the load that they are anticipating. 

As far as power is concerned, where there is not power available 
to meet the needs, the REA generation and transmission policy of 
making loans for that purpose is available. 

Mr. Marsuary. Have you noticed any increases in the requests for 
power generation purposes as the result of this load ? 

Mr. Hamu. Yes, Congressman, dollarwise, for this reason, that 20 
years ago we were talking i in terms of small generating plants because 
the loads were small. Today we are talking about or the borrowers 
are talking in terms of big generating plants, 50,000 kilowatts, 100,000 
kilowatts—we have one 100,000 kilowatt unit for which we loaned 
the money on the line and we announced the loan within the last 10 
days for the construction of three 33,000 units. That is a pretty big- 
sized plant. 

So, the loads increase and the efficiency of those big units exceed the 
efliciency of the small ones and naturally the demand will be for 
larger units. From Congressman Natcher’s area I understand we 
are to receive an application for a 100,000-kilowatt unit. 

Mr. Marsuaty. How do the applications for loans for the genera- 
tion of power to you compare with 10 years, could you furnish that 
for the record ? 

Mr. Hamm. Yes; we can furnish that, Congressman. 

(Information requested follows :) 


Amounts of generation and transmission applications and loans, fiscal years 1949-60 











Amount for 
generation and | Amount loaned 
transmission in | for generation 
Fiscal year | applications on | and transmis- 
| hand and in sion during 
the field at fiscal year 
end of fiseal 
year ! 
ssa thie inns sian saad cece reiiadl scieeaideiall 
ie a 8 SYS et ee ii Cee ee ee | $246, 587, 490 $86, 865, 724 
I ca a | 211, 795, 000 136, O85, 195 
ee ON ea a ee a ee eer 225, 215, 497 50, 608, 585 
We ow egadee std et coda ced ee dak Maen w ud ekee tapes e eas | 411, 345, 070 62, 156, 679 
i aa lila a ck a re a al ak Be -=-2----| 97, 387, 386 | 36, 657, 615 
M25 catback on acc oak oadbied cea nan ceadans Eick kee a 91, 533, 000 31, 236, 640 
re i rtp patina dh ele anc ah ea > asada  clpiebechseaataciesa ess caste a bo onsen ac le idia | 107, 191, 000 41, 120, 670 
A induket Aileen seats iin cncaiahianancnik i a ee a ae 104, 543, 000 61, 251, 939 
Bed codinetae  ckski ocd badd deactbechanbciheedamtanwcth ecard | 156,183,000 | 119, 943, 996 
a ie a Bd a ate ee | 157, 327, 000 | 86, 338, 132 
NO ge on A Ae eo pe ede | 248, 044, 000 64, 814, 397 
Sure Curent UN BO. sons i racecncnieammennicanecene aula naie haba karees | 256, 029, 000 53, 624, 170 
| 





! The amounts shown in this column for fiscal years 1949 through 1952 include generation and transmission 
for both power-type and distribution-type borrowers, for all applications on hand in REA and being pre- 
pared in the field at the end of the fiscal year. For 1953 and succeeding years, REA has no record of the 
amounts for generation and transmission which were included in distribution borrowers’ applications being 
prepared in the field, 


FACTORS AFFECTING ELECTRIC CONSUMPTION 


Mr. Marsuauu. One other thing that has been called to my atten- 
tion is this matter of many, many farmers leaving their farms and 
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moving to town because of putting their land in the soil bank. What 
effect does that have on your loans; has that been called to your at- 
tention ? 

Mr. Hamiu. Yes, it has been called to my attention, but from the 
records on loans on a nationwide basis, you cannot see where it is af- 
fected, because those that remain on the farms, as far as the use of 
electricity is concerned, are using more, and there are more nonfarm 
people living in the rural areas. 

On the basis of the nationwide figures, that basis shows that five out 
of six installations presently being hooked on REA lines are nonfarm 
operations, they are rural homes, or rural industries, not actively en- 
gaged in tilling the soil. 

Mr. MarsHary. You do not have any associations that have been us- 
ing less power because of the soil bank or any other activities? 

Mr. Hamnin. I will ask Mr. Zook. I am not aware of it, if there is. 

Mr. Zoox. Not specifically for that reason, Congressman. There 
have been a number of associations that have been affected because of 
the number of idle services involved, but, as Mr. Hamil has pointed 
out, generally speaking the drop, while it may have been ares 
perhaps for as much as a year—still, it has picked up again because 
of the accession of other consumers in rural areas and load growth of 
those still on the lines. 





MILES OF ELECTRIC LINE AND CONSUMERS PER MILE 


Mr. Natcuer. I believe that our rural electrification program is one 
of the great achievements of our present-day Government. I believe : 
it is important, in considering the loan program for the REA to keep | 
in mind that we serve a national territory. 

Nationally the average number of consumers per mile is about 3.1. 

Mr. Hamil, I was glad to hear you in your statement point out the 
fact that we have some 1,400,000 miles of line in the REA program and, 
considering the number of customers per mile, I think we ought also 
to keep in mind that a large number of cooperativ es have on the aver- 
age less than two consumers to a mile and in some instances less than 
one consumer to a mile. 


EQUITY OF ELECTRIC BORROWERS IN THEIR FACILITIES 









Because these REA cooperatives are operating in such thin terri- 
tory, the amount of reserve that the borrowers have accumulated is 
very small and a recent report, Mr. Hamil, I believe, shows that 50 
percent of the rural electric systems have less than 20 percent equity 
in their facilities. 





















MAGNITUDE OF ELECTRIFICATION PROGRAM 





In considering our REA program, insofar as the future is con- 
cerned, I think it is important that we keep these facts and figures 
in mind. When the cooperatives accepted the responsibility of pro- 
viding electric service to rural America, perhaps they themselves did 
not realize the magnitude of this job. 

The future, I think, will hold that with the amount of electricity 
doubling in amount every 7 years, Mr. Hamil, as you well know, this 
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program will certainly be more important as we go along. No State 
in the United States has benefited more from the REA program than 
my home State of Kentucky. 

Further, Mr. Scott, I want you and Mr. Hamil and all members of 
your staff to know that we appreciate the accomplishments and the fine 
way in which your program is administered. 

Now, off the record, Mr. Chairman, please. 

Mr. Wuirren. Off the record. 

(Discussion off the record.) 

Mr. Narcuer. That is all I have. 

Mr. Wuirren. Mr. Santangelo. 


RURAL ELECTRIFICATION IN PUERTO RICO 


Mr. Santaneevo. Mr. Chairman, I never had any conception of 
the rural electrification program, its effects and the extent of the 
development that it has brought about in this country. 

As you perhaps know, I w ith my colleague, Mr. Andersen, went to 
Puerto Rico, I think it was last April. We met Mr. Hamil there. We 
attended a seminar which discussed various aspects of the develop- 
ment of electricity in Puerto Rico and I learned a great deal about the 
operation of the REA. I was amazed at the progress in the hills of 
Puerto Rico where the REA had a program in Puerto Rico w hich 
made it possible for furnishing electricity to 50,000 homes in the hills 
of Puerto Rico. 

When I went into the hills, I saw about half a dozen people who had 
gone back to Puerto Rico from my district only because of the fact 
that there was some electricity. One man who could not make a living 
in the city of New York returned to his home in Puerto Rico and he 
settled in the hills. He opened a grocery store with a jukebox and 
with a Frigidaire and with a pool table, and he was a oe and 
thriving businessman in his community there. When I saw “these 
people with a different outlook on life, I appreciated the accomplish- 
ments of REA. It is amazing to see what REA is doing in helping 
and encouraging people where they do not have opportunities in 
New York City. to go back to their homes in a country where the 
climate is delightful. 

I want to commend the members of the REA, Mr. Scott, Mr. Hamil, 
and the other members present, for the wonderful work that this pro- 
gram is doing. 

BORROWERS RESERVES AND INVESTMENTS 


However, I was concerned when I heard that this administration 
suggested that the rate of interest be incre: ye on REA loans. How- 
ever, I don’t like to jump to conclusions. I don’t see the necessity at 
the moment. for increasing the rates of interest. I would like to ask 
Mr. Scott or Mr. Hamil: Have you found out anything about the 
complaints that I have heard, that some of the cooperatives in elec- 
tricity in the United States have cash funds and they are buying Gov- 
ernment bonds at 5 percent while they are borrowing from the REA 
at2 percent ? 

If that be the case, then it behooves the REA to look into it and see 
whether or not we are adopting a policy which permits borrowers to 
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make money off of the Federal Government which is lending at 9 
percent. 

I do not have any specific case. That objection was raised, and ] 
throw it out for your comment, either one of you. 

Mr. Hamin. Congressman, each one of the borrowers from the REA 
is an independent, locally owned, locally operated entity with a loan 
from the REA Administration, and we do not. operate them. 

The one that you saw in Puerto Rico, the loan was to the Puerto 
Rico Water Resources Authority, a Puerto Rico Commonwealth cor. 
poration, and the money they obtained from us to be used, and is 
being used, for providing service in the rural areas of Puerto Rico, 

And, as I said in my opening remarks, these are locally owned and 
locally operated entities. They do accumulate general funds of their 
own and it is these funds that could be invested in securities of one 
kind or another. 

Last year at congressional request we made a pretty thorough, 1 
very thorough survey of the reserves of REA’s borrowers. We found | 
that 96 percent of those reserves were included in the following 
categories: 

About $150 million advanced payments to REA—these are reserves, | 
you see; about $190 million that they had reinvested in their own 
plant—and I compliment them on both of those—and the balance, a | 
considerable part of it was in cash because they have to have cash for 
operations, and the rest was invested primarily in Government bond 
or building and loan securities. 

Now, they have to have these reserves, Congressman, because this} 
plant is wearing out and we have established with them a policy of} 
developing reserves adequate to take care of some emergencies, and to 
rebuild the plant as it wears out. 

So, they have invested these funds in such securities as Government 
bonds and liquid securities including building and loan, and we have 
encouraged them as far as it is possible to make advance payments on 
their loans when they have extra money and put additional funds, if 
they have them available, into their own plants. 

T think that you will find that basically over the country the reserves 
in most cases are within reason. They c: innot borrow from us and turn| 
around and reinvest that money in anything; they can only be put into 
plant or what would come under the Rural Electrification Act. 

Mr. Sanranceno. That was the point I was trying to have clarified: 
You are not, therefore, lending to any electr ical cooperatives or any 
companies which have sufficient funds in the reserve in order to meet! 
their own expansion or development but you are lending to those who} 
do not have sufficient reserves for expansion, for development, or for} 
their needs. | 

The concern that I had was that you might be lending to a coopers} 
tive or any other group which had more than sufficient - funds to doit! 
with their own money, and then would turn around and buy US 
Government bonds at 5-percent interest and we, at the same time, 
would be charging them, through the REA, 2 percent. 

That is the complaint that was given to me and from what you tel 
me it is not so. 

I can see that there may be some who have already obtained loans 
and as the result of their own operation they have made some monef| 
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and then have reinvested in Government bonds at 5 percent; that could 
happen, but they are not obtaining additional money from you which 
they could use for the purpose of buying Government bonds ? 

Mr. Hamu. They cannot borrow from us, Congressman, and take 
that money and invest it in securities, including Government bonds; 
they cannot do that. However, our borrowers in some cases have 
accumulated reserves and they have invested those funds in Govern- 
ment bonds or other liquid-type securities that could be quickly gar- 
nered in if they needed money. 

And I would say on a nationwide basis there may be a case or two, 
or a few cases, where some of our borrowers might be criticized for 
having excess reserves. 

Mr. Santance.o. I would appreciate for the record, or for the 
committee, a list of the group which have borrowed money which have 
excess reserves and who have, from your examination of them, pur- 
chased Government bonds and the total amount of the obligation 
which they have toward the REA, and whether or not there is any 
default or delay in the repayment of the principal and interest on the 
loans by the REA. 

(The information requested may be found on pp. 398 et seq.) 

Mr. Santance Lo. From what you tell me, it would indicate there 
is nobody profiting at the Government’ s expense by buying bonds at 
a high rate of interest and borrowing from REA at a lower rate of 
interest. If that is the case, I think it should be made clear, and if 
it is not the case, I think the facts should be set forth so that the 
American taxpayer will know that co-ops are not making profits with 
excess reserves. 

Mr. Hamil, when you determine that a loan should be made to a 
loan applicant, you make a determination that there is a need for the 
money that they are borrowing for expansion, and that their present 
reserves, or their assets, liquid assets, are insufficient for them to do 
it without your loan. Is that a fact? 

Mr. Zoox. We started off in this program making what we call 
100 percent loans—because these borrowers started with practically 
no equity, except the $5 membership fee. I am talking about the co- 
operatives, which comprised the major percentage of our borrowers. 
Over the years there has been a continuing necessity, because of in- 
creasing loads and the consequent expansion, for additional borrowed 
capital. Also over the years we have tried to get these organizations 
to take a look at their businesses in terms of that business, and as their 
equity in the business grew, and as their resources grew, generated 
through revenues, to take a look at those resources and, "of themsel ves— 
to make a management decision, a business decision, which would 
indicate how they could best utilize those resources, the ones that they 
had generated themselves, and those for which they would require 
borrow ings. 

That is still in a transitional period, I might say. We have not 
pressed them, I would say, by making any arbitrary decisions, be- 
cause any arbitrary decisions we would make would be from the out- 
side rather than fr om the inside of that corporation, and the corpora- 
tion itself, operating in its own economic climate, we feel should have 
and must have the ability to say what it is that it needs in terms of 
doing the job that it was set up to do—whether that job can be done 
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from its self-generated resources or from borrowers. That is about 
the position we are in. 


REPAYMENT PROVISIONS IN LOAN CONTRACT 


Mr. Santancero. Under the terms of the loan, a fixed payment is 
set up, and also an interest payment. Is there any provision in the 
loan contract that can permit you to review the terms of the contract 
whereby you might ask for a greater amortization payment. Is 
there any such provision in the contract ? 

Mr. Hamm. After it is started we assume that it will go through 
as originally calculated. 

There is a provision in the act whereby the Administrator can make 
an arbitrary decision and change the payments. 

However, the full amount must have been paid by the end of the 
35th year. 





COST OF ELECTRICITY TO CONSUMERS 


Mr. Sanranceto. Where there is a surplus of liquid assets, that 
could be used up in one of two ways: One is by a reduction of elee- 
tricity charges to the subscribers, which would thereby reduce the 
amount of income to the cooperative or the corporation. The see- 
ond one would be an advance payment or anticipated payment of the | 
principal amount to the REA. : 

Now, in those cases where they have sufficient reserves, in order | 
to buy Government bonds at 5 percent, do you find that they are re- 
flecting a lower charge or cost to the consumer of that cooperative, or 
do they maintain their prices and thereby accumulate additional liquid § 
assets ? 

Mr. Hamm. The price of power, Congressman, to the average con- 
sumer on REA-financed lines over a period of years has been coming 
down, including last year. We have had a reduction. 

To answer your question specifically there, in many cases these co- 
operatives have made, when they have accumulated a certain net| 
worth, some repayments to their members based upon the amount 
of energy that they use, and the amount that they paid for. In other 
words, there have been some cash refunds by these organizations to 
their members, even though they still have heavy obligations to the| 
Federal Government, but never at. any time below the point that REA 
had established as a minimum for their security of their loan. ) 

Mr. Santanceto. Which is an indirect way of reducing the price. 

Mr. Hanmi. Yes. 

Mr. Santancero. Where they give a refund, it is eventually a re- 
duction in price. 

Mr. Wnirren. These are co-ops. 

Mr. SantanGeto. These are co-ops, and they have a right to re- 
ceive it, and that is one of the purposes of having this program, to give 
them electricity at a low rate, because the private companies were not 
going in and following the customer. And that is why the Govern 
ment had to come in and give some assistance, because in those areas 
they were not getting any electricity. 
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ELECTRIC BORROWERS RESERVE FUNDS AND INVESTMENTS 


Now, the concern that we have is whether some of these companies, 
which are accumulating reserves in the form of Government bonds, 
whether they are pr ofiting because of the low rate of interest that they 
are paying to the REA. 

[ wonder whether you in your future contracts can provide, if con- 
ditions ever should arise as they exist now, where there is a rising rate 
of interest payable on Government bonds, and where they can borrow 
at 2 percent, and where these loans are not needed for the purpose of 
expansion, or where they cannot use the funds for the purpose of re- 
ducing the minimum rate which they have already set, that you can 
demand larger amortization payments so that we can eliminate this 
opportunity to profit from the Government by the use of the Govern- 
ment’s own money. 

In any event, if you do not do it, I think you ought to discuss it 
with counsel and find out whether you can so that in the future we 
can eliminate this criticism, we can eliminate this profiteering at the 
expense of the Government. 

Mr. Hamit. Congressman, I have been suggesting to all of the bor- 
rowers wherever I go, which is quite extensive, that they take a good 
sound look at their operations, and where it is possible to—that ‘they 
have excess revenues coming in over that which is necessary for main- 
taining a sound business, and meeting their regular obligations, that 
they use those to pay on their loans, or to put into needed plant, so 
that it would save the borrow ing of additional money, and at the same 
time accumulate more net reserves, more net worth, for themselves. 
And it has only been in the matter of recent years that many of these 
people have had moneys. 

Mr. Sanranceto. It has only been in recent years that the rate of 
interest has gone up to 5 percent. We hope that in the future it will 
come down, and that this problem will not really plague us. But 
when the rate of interest is going higher and higher, and they can 
borrow at 2 percent, we must protect the Government under these cir- 
cumstances at the same time. 

Now, you will have to set wp standards which you think would be 
necessary to preserve a sound fiscal position for these cooperatives. 

Now, I do think it is something you should certainly consider be- 

cause, if you do not, the forces which are trying to raise the rate of 
interest, which in my opinion will endanger the program, will be 
getting stronger and stronger, and then may “be the REA would not be 
as successful as it has been up to this point. And I recommend that 
you gentlemen do discuss with the attroneys, to see if you can provide 
authority in the contract whereby you can be in a position where you 
find that the funds are not necessary for an expansion, that you can 
raise your rate of amortization, prior to the 35-year expiration date. 

Mr. Hamu. May I make one other suggestion. 

Thad a suggestion that would take legal action, where these people 
do have moneys in addition to that which is needed for operations and 
loan payments, that we have the authority to accept that money, and 
we turn it over to the Treasury, and if ‘could be made available to 
those horrowers for purposes for which loan funds might be made 
available if they needed it. But we have to have legal authority to do 
that. And if people would do that, then there would be no grounds 
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for criticism and they would receive interest on that money equal to 
that which is evidenced by their oldest note. 

Mr. Sanrance.o. Mr. Chairman, I have one other question in an- 
other area. But if you want to question on this subject, I suggest you 
ask at this point. 

Mr. Wuirren. If the gentleman would yield to me at this point, 
may I say that I clearly see the point whic h the gentleman from New 
York has raised. The Congress, in its wisdom, thought that it was 
in the national interest to prov ide for the REA program, and I think 
it has been a wonderful program. However, due to this line of ques- 
tioning, I think I should develop for the record that the REA here has 
full right to require any loan applicant, in connection with his ap- 

lication, to list every asset that it has and to spell out what it 
intends to do. And in connection with the loan application, the REA 
has the responsibility to determine whether a further loan is needed 
for the purposes—or whether the cooperative has adequate funds 
above essential reserves to meet the need. You have that right, do you 
not? 

Mr. Hamin. Yes. Our legal authorities there say we do have. 

Mr. Wurrren. Now, what you are saying is you have not always 
made a specific determination that the cooperative could not meet its 
needs without the loan ? 

Mr. Zoox. Admittedly we have started off with something which 
was unusual in the field of financing. 

Mr. Wurrren. Now, whether you could write a contract where 
you could cal] your loan or require prepayment or things like that, 

whether you can do that or not, you certainly are in a position so far 
as power is concerned to determine the adequacy y of reserves, before 
you let them have an additional loan. You have that power. 

Mr. Hani. Yes; that is right. 

Mr. Wuirren. If there is any excess that might be invested any- 
where you can pass on its necessity before you make an additional loan. 

I certainly do not wish needed expansion retarded in the least. 
But as long as you have the money to lend, it is in your power to deter- 
mine whether they have sufficient surplus funds to do it themselves, or 
whether you need to make a loan. And that has been your responsibil- 
ity as long as you have been Administrator. Again, so far as I am 
concerned, I want the needs of consumers met, if from co-op funds well 
and good, but if not, by additional loans. If correction is needed, you 
have the authority to correct it. 

Mr. Hamiz. Mr. Chairman, we are working toward that end, too. 
We are working toward the end that more and more of the resources 
will be considered. 

Mr. Wuirren. When the administration began to talk about higher 
interest. rates, I think perhaps a number of REA co-ops went ahead 
and requested loans for foreseeable needs under this threat of higher 
money, believing they would need it some time in the future. I think 
your Yecords would show you had a tremendous number of applica- 
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tions, because they thought the interest might be going up on them, 
when many of them might, except for that, never have filed an appli- 
cation, might have gone on and used their own resources. 

At least I get that impression. But as long asthe REA has the full 
authority under the law to determine the need for loans, you have the 
same right to put conditions on it. That is if you decide they have 
ample money for this purpose above normal reserves you are in a 
position to say go ahead and use your own money. So that cannot 
happen without your approval, either by affirmative action or 
nonaction. 

Mr. Santancevo. I made the request before, Mr. Chairman, regard- 
ing certain items that I thought might either be given to the com- 
mittee or for the record. Mr. Hamil, you started to ask one of your 
members whether you could supply that information. Can you sup- 
ply that information ? 

Mr. Hamm. Mr. Congressman, you have a question there. What 
is an excess reserve; what is excess? 

Mr. Sanrance.o. I don’t know. You have to determine that based 
upon the facts in each case. But then you will have to give us what 
the reserve is in dollars and cents. And then we would have to draw 
our own determination. And we are not in a position to draw that 
determination, because we do not know the circumstances, we do not 
know the potential expansion, we do not know what the facts and 
figures are. 

If you just want to set forth the facts and let us draw our de- 
termination, fine. If you think you want to give your evaluation 
judgment on it, it is all right, too, but I prefer that you give us your 
evaluation. 

Mr. Hami. We could provide the reserves. We can provide the 
amount that has been established that is in reserve. 

Mr. Sanraneeto. Yes. And I think when you do that, if you set 
forth the cash reserves that you set forth—the amount of Govern- 
ment bonds which they possess. In order for those figures to have 
some meaning insofar as what I am seeking—you should distinguish 
within those reserves the amount of U.S. Government bonds that they 
have and the cash which they have. 

Mr. Hamm. I think we have that figure, Congressman, within the 
last 6 months. Could that figure be satisfactory with you? I think 
it would be in the same relative position. 

Mr. SantTance1o. If it is in the same relative position it would be 
satisfactory. 

Mr. Hamiu. We could provide that for you much quicker. 

Mr. SANTANGELO. Fine. 

Mr. Micuen. If the gentleman would yield for one moment, I think 
for the figure of reserve to be really significant, as to whether it is 
excessive or reasonable, you should also have the figure of the co-op’s 
capitalization as against the reserve. Now, $35 million in a $20 mil- 
lion operation is one thing as against a $100 million operation. 
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Mr. Santancero. Well, let me put this to vou, Mr. Hamil. If you 
give us any additional information which you think is pertinent, so 
that we could have a better understanding of the overall picture with 
respect to that particular operation, we would appreciate it. 

Mr. Wuirren. Would the gentleman yield to me further at this 
point ? 

Now, as I see it, in these plants, and in the lines and poles and all 
of that, you have a continuing maintenance problem. You have 
depreciation. A co-op has to set aside that which would be necessary 
for maintenance, for replacement, and so forth. You are faced with 
letting co-ops set — a sufficient amount to let them replace these 
things : as they wear out. Or, if you make them pay that in to yon, 
you have got to be i in a position to lend them new money to do these 
essential things. So a reasonable reserve so far as an offset toward 
the wearing out of their plant is clearly essential. 

3ut the point is that, in connection with any new loan, it is wholly 
in your power to see the whole picture, and in your determination you 
have passed on that matter. 

Mr. Scorr. Mr. Chair nan, you realize also the need for reserves 
is influenced a great deal by some of the risks, like storm damage 
that could affect the lines. That varies greatly. 

Mr. Wuirren. I think Mr. Santangelo has developed the facts 
in this area to a degree that I am convinced you folks should have 
some guidelines. As long as you are Administrator, that is your 
responsibility. 

Mr. Hamint. Mr. Chairman, we are developing those guidelines 
and we are developing them along the lines of encouraging these 
borrowers to put more of their own resources into their own plants, 
and to advance payments to REA where their incomes are over and 
above that which is necessary to maintain a good, sound cash position, 
and to meet their debt service. 


RURAL TELEPHONE PROGRAM 


Mr. Sanrance.o. Now, turning to the subject of the Telephone 
Administration, RTA. The situation is a little different from the 
electrification, because when you provide electricity to an area, they 
do not have to depend upon outside enterprise. 


INTERCHANGE OF COMMUNICATIONS BETWEEN COMPANIES 


sut the peamie system, they may want to be calling people 
outside of the area which is controlled by another private company. 
What sek daalagas is there with respect to interchange of tele- 
phonic communications between a private company, which is nearby, 
and one of the RTA? Can they make a call to a person on another 
line? 
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Mr. Hamiv. Congressman, the systems that are being financed by 
REA are modern systems, and you can step out to one in North 
Dakota and dial this office right here. 

Mr. SantanceLo. Which is under a different outfit. 

Mr. Hamin. The entire communications system of this country is 
pretty well interrelated, so that regardless of whether your call orig- 
inates on a Bell System or an REA financed system, or a General 
System, you can reach your destination almost instantaneously. 

“Mr. Sanrancexo. I think it was about 20 years ago when I was 
in Philadelphia, I found to my surprise that I could not make a 
telephone call through another system. But you assure me that a 
person can put a call in on one system and talk to a person using 
another telephone system. That is very good. 


AUTOMATION IN RURAL TELEPHONE SYSTEMS 


The A.T. & T., which I think is a very good telephone and telegraph 
comp: any, I understand since 1955 has reduced its work force by about 

5 percent and expanded its facilities and subscribers by a tremen- 
dous amount. What has been the ¢ ‘omparative situation with respect 
to the rural administration in connection with the telephone pro- 
vram? Have you decreased your work force and increased your sub- 
scribers, or have you increased both ? 

Mr. Hamin. Congressman, the new loans that we are making are 
almost entirely for dial service. I would think that the workload 
would be increasing as fast as you have mentioned, in some cases 
faster. 

Mr. Sanrance to. The workload would increase. But would the 
number of employees increase? What I did say regarding the 
A.T. & T. is that the number of employees decreased, whereas the 
number of subscribers and workload increased. 

Now, have you found the same thing in your system or have both 
gone up as they normally do? 

Mr. Hamin. We are going to automation, Congressman, through 
dial telephones, which eliminates operators and probably adds a few 
more technical people along the line than had been previously. Put 
I would assume that there are less people involved in handling more 
telephone calls. 

Mr. SAanTANGELO. You people are going into automation, using the 
dial system. 

Mr. Hamm. Yes. They have to. 

Mr. Sanrance.o. I have no further questions. 


ORGANIZATIONAL STATUS OF REA BORROWERS 


Mr. Wuirren. Just to review some of the background, [{ think there 
are some things I should point out here, most of which are understood 
by the menibera of the committee; but this is for the record, 
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The REA cooperatives are organized under the laws of the respec. 
tive States. Under the usual law in those States, a co-op elects a 
board of directors and sets up its rules and regulations under what. 
ever authorizing statute exists, after which it is controlled by the 
board of directors of the cooperative. 

Being organized for the purpose of setting up an electric distribu. 
tion system to serve the members over an area, co-ops have in years 
past, once they qualified, borrowed money from the Federal Govern. 
ment, initially to set up the program. 

Now, while being a business enterprise, or a cooperative, for many 
years you supervised the actual operation from Washington. You 
set out during those years to see that the cooperative charged such 
rates as would meet its needs, provide it money on which to operate, 
provide service, and all those things, and you saw to it the rate was 
high enough to continue that way. 

Now, those cooperatives that have not had to borrow any mor 
money from you, as long as the debt repayment rate is met—the con- 
trol of the income and of their earning is within the control of the 
board of directors. And those that have not borrowed any money 
now, they have the right to set aside money for depreciation reserves to 
meet contingencies—or for investment. 

3eing a co-op, and being under control, they have the right to set 
all those things up as they see fit. 

Now, the point that we made earlier is: Those co-ops that may have 
set up those reserves in line with good business, so much for emer: 
gencies, so much to replace the plant in case they are generating elec- 
tricity, so much to replace poles, and all of that, which is good busi- 
ness. Once they come to you for an additional loan, you have it in 
your power to see if they have set up too much reserve for this, and 
too much reserve for that; to see if they are current in meeting their 
obligations to you. So your power in in such an area is not one to rm 
the local co-op, but to pass judgment on whether to approve the loan— 
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whether it is essential to meet a need or not, based on how they ar 
operating their business. And if you feel that their reserve is to 
high, or if you feel that they have got money that is lying idle, it is 
in your power to say, “Well, now, you have the funds there; go ahead 
and use them yourself.” You have that authority ; do you not? 

Mr. Hat. Yes. 

Mr. Wurrten. So you do not have the authority to run that busi- 
ness, but you have a right to make the approval of the new loan con- 
tingent upon such things as you might require that were within reason. 

So, despite anything that may have existed, or may have grown up, 
any new loans that might have been made under those conditions were 
made by the Administrator. Now, I know of no such instances, per: 
sonally. 

I wanted the record to show that the co-ops are self-operating, and 
under their own control. And further, a co-op can set aside funds 
and a reserve for depreciation and emergencies and all those and 
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frankly needs to. It is when you get beyond that, if ies in that I 
think my friend from New York is pointing up. This has been picked 
up and played up quite considerably in the paper, with only a few 
isolated instances, so far as I know. And whether that is accurate 
or not, I do not know. 

But I come back to the point that that cannot happen unless you 
approve it affirmatively or by nonaction. 

Mr. Andersen. 

Mr. Anvrersen. Mr. Chairman, I have a series of questions to ask; 
First, as to the general policies of REA; and next, I want to go into 
the RTA program. 

Mr. Seott, I commend you very highly for the statement you made 
in your report, the second main paragraph on the first page. I want 
to quote this for the record. 


CONTRIBUTION OF ELECTRIFICATION PROGRAM TO RURAL AMERICA 


This strong interest and support has made it possible for millions of farmers 
and rural people to improve their economic and social situations and remove the 
drudgeries of farm life. We cannot begin to evaluate the contributions these 
fine programs have made to strengthen the economic position of our country 
and its agricultural production in both peace and war. I am sure that none of 
us would for a moment think that the tremendous growth and development of 
rural America would have occurred without electric and telephone facilities, 
such as RBA loans have made possible. 

That is a very fine statement, Mr. Scott, though you could have gone 
further. 

Mr. Scorr. Indeed so. 

Mr. Anprersen. You could have gone into the one facet especially 
of the farm home being made so attractive as to keep thousands of 
young people on the farm instead of drifting into the cities in order 
to raise their living standards. 

In fact, REA, bringing light to the farm homes, has virtually 
changed the outlook of the prope in rural America as to whether they 
want to stay on the farm or leave it. 

I think REA is one of the very greatest programs that our Govern- 
ment has ever commenced. I want to coreenEtems you gentlemen on 
the splendid way in which you have handled it during your tenure 
in office. 

Mr. Whitten and I are starting our 17th hearing today on REA, 
from 1944 on. I was on the Appropriations Committee and so was 
Mr. Whitten in 1948, but I believe both of us went onto Agriculture 
in 1944, if I am not mistaken. Mr. Horan came on officially in 1945. 

During my period on the Appropriations Committee I have seen 
Mr. Slattery, Mr. Wickard, Mr. Nelsen, and now Mr. Hamil, as 
Administrators, 

I thought it was only fit to comment on this, because we are this 
year celebrating the 25th anniversary of REA. And I want to com- 
mend you on this Miscellaneous Publication No. 811, entitled “Rural 
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Lines—USA.” I have been looking it over the last half hour or so, 
I believe it is about as fair a summation as to what REA has accom- 
plished through the years as could be put together. 


LOAN REPAYMENT RECORD OF REA BORROWERS 


Now, having supported you fully in what you state REA has done 
for the good of rural America, I want to quote further this statement 
on page 2. I want this again in the record. 

You are referring to the repayment record on REA. 

“Loan repayments delinquent more than 30 days are only about 
$400,000—about thirteen one-thousandths of 1 percent of the loans 
outstanding.” 

Now, Mr. Scott and Mr. Hamil, you know as well as I do, that if 
any big bank in this country of ours could do business on that basis, 
they would be very happy to be assured of only thirteen one-thou- 
sandths of 1 percent loss. And this is not all definitely loss as yet, 
is it ? 

Mr. Scorr. No. As Mr. Hamil stated, he and his staff have worked 
out plans that have placed this one delinquent electric loan on a basis 
where it now can be definitely said that it is going to repay delinquent 
loan installments before long. This is about as near a perfect loan 
record, I think, as you would find. 

Mr. Anpersen. I think you are right. I think we have a right to 
be proud. We, on this side of the table, you gentlemen on that, have 
a right to be proud of what has been done and what is being done 


through REA. 
BUSINESS GENERATED IN RURAL AREAS AS A RESULT OF REA LOANS 


Now, I believe it was Mr. Natcher who asked something relative to 
the sale of accessories and such electrical equipment, television and so 
forth, the sales by private industry to farmers because of the loaning 
of around $3.6 billion to date in REA loans. I think the figure is $4 
for each dollar in loans. Is that not correct, Mr. Hamil? 

Mr. Hami. In the neighborhood of $4. 

Mr. Anvrersen. That is your best estimate as to what each dollar of 
loans drawn down against the Treasury has generated in business 
throughout this Nation of ours. 

Now, if we just carry that a little bit further, that amounts to about 
$14 billion, at least, in business for private industry, created simply 
because of the fact that REA has gone out and lit up the countryside. 

I do not think the average person realizes just how much good REA 
has done for private industry. 

Now, is it not a fact that to date REA systems throughout America 
have purchased approximately one-half billion dollars in electrical 
energy from private power companies? At least those are the figures 
I have secured. And I understand that the figure relative to purchase 
of power from private power companies is approaching $100 million 
a year at this time. 

“Mr. Hamu. Is that about correct, Mr. Zook ? 

Mr. AnpersEN. You can correct your answer in the record, if you 
wish. But I think that is about the figure, gentlemen. 
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But now if that is the case, I want to say what I said last week in 
St. Louis. We have not robbed the private power companies of 
America by this program. We have created a market for them. 

I want to say this, too. These people who write us and try to make 
Members of Congress feel that the REA program is more or less 
something along the line of socialism, that it is destructive of private 
enterprise, what they should do is to look into this huge amount of 
new business created in the line of electrical appliances to the extent 
of about $2,600 for each farm in America electrified, and of course 
we will have at least $1 billion a year more replacement of those par- 
ticular electrical appliances and additions and so forth. They do 
not realize how much good REA has done for the entire economy of 
America. : 

And now I get to the point where I want to put a few pertinent 
questions up to you, Mr. Scott. 

Let me first ask Mr. Hamil this question. 


INTEREST RATES ON GOVERNMENT LOANS 


Mr. Hamil, do we not have a basic law in the United States of 
America to the effect that under certain reclamation projects, loans 
are made to communities, ranchers, and farmers throughout the West 
without a cent of interest being paid? There is no interest charged 
by the Government on certain reclamation loans, is there? 

Now, this morning in the Subcommittee on Public Works, we had 
before us a proposal for a huge amount of money—for what purpose? 
To rehabilitate certain irrigation projects in the West. And the ques- 
tion came up before the subcommittee as to whether or not the Budget 
asked for that money, premised on the same original noninterest pay- 
ment of any kind on the original loans. And the answer was yes, 
there was no request for interest payments on this, as far as the 
individual consumer or benefactor of that particular loan was con- 
cerned. 

But now I am pointing this out, gentlemen. If this Government 
of ours can do that—and I might say that the Commissioner of 
Reclamation said that that original law was basically made to help 
communities throughout the West grow and develop, and that 1s 
why no interest charges were made in connection with this particular 
part of that reclamation loan. It was considered good policy, in 
order to build up those areas and make them an economic bulwark 
in that particular part of the country to generate prosperity. 

Well, I think they had sound reasoning. 

Now, Congress did not approve of any noninterest payments on 
REA loans originally. It calls for 2 percent to the Treasury. 

The question I am trying to bring out here is why there should be— 
as to why there should be so much insistence on the part of the De- 
partment of Agriculture, or the administration, relative to raising 
these interest rates—when we take into consideration first the fact 
that about $14 billion at least has gone directly to private industry 
for the manufacture of appliances and such. Secondly, that reclama- 
tion loans—the recipients of such pay no interest whatsoever—that 
is, at least. in certain categories. And third, in view of the fact that 
the Internal Revenue Service undoubtedly has collected a tremendous 
amount of money in taxes from these appliance dealers who have 
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sprung up all over my seventh district of Minnesota since the incep. 
tion of REA, especially in the last 12 years—appliance dealers sell- 
ing television sets and everything under the sun to the farmers of 
that area. 

I wish Mr. Scott or Mr. Hamil, if you could put in the record at 
this point, in conjunction with any reply you want to make to me, an 
estimate of just how much the U.S. Treasury has received from in- 
dustry: First, in profits made upon the manufacture of this approxi- 
mate $14 billion worth of appliances; secondly, from these small in- 
dividual establishments. And I will warrant there are several hun- 
dred of them in my congressional district that were not there before 
the establishment of REA. How much has Uncle Sam now received 
in income taxes and excise taxes of various kinds from the fact that 
REA has created that business for the Nation as a whole. 

I would say roughly speaking, gentlemen, that if you could arrive 
at a figure, and put some of your economists to work on that and do 
some figuring on that—I would say that perhaps it would be several 
times over any possible loss that the Government has suffered from 
the fact that for a certain period of time, just the last 3 or 4 years, 
the money has cost the Treasury of the United States more than what 
they have charged REA cooperatives. 

(The information requested follows:) 


While no precise calculations can be made, it would appear that about $1 
billion of income taxes and excise taxes have been paid the Federal Treasury 
by manufacturers and retailers on the approximately $14 billion worth of ap- 
pliances and electric equipment which consumers served by REA borrowers have 
purchased. This estimate was derived in the following manner: 

1. It was assumed that manufacturers realized approximately $7 billion 
gross receipts on the $14 billion of retail business, on which they paid 
corporate income taxes at the average tax percentage of gross receipts from 
sales and operations reported for manufacturers of electrical appliances 
in publication No. 16 (3-59), Internal Revenue Service “Statistics of In- 
come—1956-57, Corporation Income Tax Returns.” This calculation indi- 
cates that manufacturers’ corporate income taxes would have amounted to 
about $250 million on the $7 billion gross receipts. 

2. Manufacturers’ excise taxes on the $7 billion gross receipts were esti- 
mated at 5 percent, or a total of $350 million. It should be noted that the 
appliances and equipment bought by consumers include some items such as 
radio and television sets on which the excise tax is 10 percent. On the other 
hand, some items bear no excise taxes. 

3. The income taxes paid by retailers on the $14 billion volume of business 
was estimated on basis of the average tax percentage which general mer- 
chandise corporations were reported to have paid on their gross receipts from 
sales and operations for 1957 in the publication identified in item 1 above. 
This would have amounted to approximately $400 million. 

These estimates exclude the taxes derived by the Federal Government from 
the additional business created for supporting industries and services, such as 
raw materials suppliers, primary fabricators, transportation, warehousing, etc. 
The estimates exclude taxes derived by the Government from such sources as 
personal income taxes paid by employees of manufacturers, distributors, and re- 
tailers. The estimates also exclude all taxes derived from REA borrowers’ con- 
struction of approximately $3.5 billion of electric plant and from their operations 
and maintenance expenses. 


I have taken this opportunity, Mr. Scott, because I have both you 
and Mr. Hamil across the table from me. I am trying to argue this 
question solely upon the economics of the question. Personally, I 
think it just good business to continue to create an incentive to pro- 
duce more into the bloodstream of our economy, as we are doing 
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through REA, rather than to run the risk of hampering it in any 
way. 

Now, I will say frankly that I know of course that private utilities 
would like to see this interest rate raised on REA. But I think they 
are standing in their own light. I think if they would just recall, all 
through my area, at least, the amount of energy developed by them, 
that they have sold to REA consumers in my area—I refer to my 
three big private utilities in my area—if they would also recall how 
well they have been treated by our REA associations where the REA 
has paid certain charges on power to the private utilities companies, 
and everybody benefits—I think if these private utility gentlemen 
would sit across the table from us here, they would have a difficult 
time to explain why they should be opposed to REA and its present- 
day policies. 

Now, I remember back in the twenties, just a few miles west of my 
farm—the Otter Tail Power Co.—I mention the name and I leave it 
in the record—had a powerline connecting up with the villages to the 
west. In spite of the fact that we very dearly wanted to have electrical 
energy running through that section into the farm area, no farmers 
along that. route could even become connected with that particular 
private utility line. 

Flatly, it was just simply the matter that the private utilities did 
not care for the business. They went into the places of heavy density, 
into the villages, and they took the cream. 

And now I am coming to the main point, gentlemen, where I think 
that the 2-percent interest rate is justified. And that is the fact that 
the Congress of the United States expects REA to handle the skim- 
milk areas of the United States, to service them. 

I think because of that our cooperatives are certainly entitled to a 
2-percent interest rate. 

Now, Mr. Scott, I would yield to either you or Mr. Hamil for 5 min- 
utes in answer to my position. 

Mr. Scorr. Congressman Andersen, I think that all of the fine things 
you have said about the accomplishments of this REA financing of 
electric systems perhaps is on the conservative side. We will be glad 
to respond to your suggestion that we put something in the record here 
that would indicate the tax collections, and so forth, that you have re- 
— that have accrued to the Treasury, if such information is avail- 
able. 

I think that there must be very close agreement between yourself and 
those of us in the Department on the remarkable accomplishments, and 
the great potential for further service down the road. 

Mr. Anprersen. I commend you on the job you people have done. 
There is no area of disagreement there at all. 

Mr. Scorr. Now, the question of whether they should be paying 
the cost of money to the Treasury is, based on a feeling in the De- 
partment that they have grown to the place where they would not 
be harmed by paying the cost of.money to the Treasury. I sincerely 
believe that there is not a man in the Department of Agriculture, 
and I know of none in the administration, who would knowingly 
do anything that would harm these fine systems. The statement of 
the President in referring to REA financing in the last budget mes- 
sage, mentioned the continuing need for capital. I am certain that 
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there is a real desire by the officials of this administration to see 
these systems have adequate financing, and to go ahead and grow with 
their communities. I believe they recognize this as a part of the 
essential utility service and facilities of the country. 

Now, we can have honest differences of opinion as to whether these 
local systems are really able to pay the cost of money to the Treasury, 
That would raise the rate to about 414 percent, perhaps, at this time, 
if that law were in effect. 

Mr. ANpERSEN. Well, now, Mr. Scott, in relation to that, if this 
administration—the administration of all of us—if it makes this 
request relative to REA, I would not think so much about it if at 
the same time they would say that they make it relative to every 
line of incentive or industry in America securing money in any 
way from the U.S. Treasury. I refer to Reclamation. They pay no 
interest whatsoever on a big portion of their loans. I refer to Social 
Security. Social Security, of course, is being penalized by our 
Government, the fact that they only get 2.6 percent interest rate on 
all of their securities that represent the Government holdings of 
money in the U.S, Treasury—about $9 billions or more belongs to 
Social Security. In addition, we have a variety of programs of direct 
grants and subsidies. But I say if on the one hand we can give one 
group of our citizens cheap money, whether it be ranching or farm- 
ing, or what, we should do the same to everybody. 

But I think this: I am arguing the thing purely from economics. 
REA has a wonderful record over 25 years. Why should we do any- 
thing to impair it ? 

Will you discuss this purely from the economic view? You will con- 
cede—I know you would be one of the first, as you have said on the 
record a little while ago, to the effect that REA has done considerable 
to pump vitality into our economic bloodstream. Is that not correct! 

Mr. Scorr. Yes, sir. 

Mr. Anpersen. All right. Now, from that viewpoint, why should 
we upset the boat or perhaps threaten to rock the boat in midstream, 
when REA is doing the splendid job it is, by raising interest rates, and 
perhaps on some of these associations put them on the borderline 
through that additional 2 or 314 percent which might be necessary. 
We might put them on the borderline so that we won't have such a 
splendid repayment record as you show in your report today. Why 
should we take a chance ? 

Mr. Scorr. Well, if there is any such risk involved I am sure that 
would be brought out in the debate on such a bill. No one can change 
this interest rate, of course, except Congress. And we know when 
they consider this matter they are going to go into it most thoroughly. 

Mr. Anprrsen. In answer to that I would say that is why I am 
bringing the subject up. I want to discourage the possibility of this 
getting onto the floor, if I can, because I believe here is a group of 
men who have worked with REA all through the years. IT think we 
probably know the operations in the House, that is speaking about 
the House of Representatives, these seven men probably know the 
operations of REA and what it means to our economy far better 
than any other group in the Congress. 

Mr. Scorr. Mr. Andersen, here is the question that occurs to me as 
being pretty important. Now, undoubtedly anyone that is at all 
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familiar with the financial status of these REA borrowers would say 
readily that many of them are in very strong financial condition. It 
ranges from that on down to a few that, as Mr. Hamil mentioned, are 
still operating in the red. 

Mr. Anpersen. Now, on that point. Didn’t you earlier say today 
or some gentleman say here today that the average equity by REA 
associations today is about 2 percent, in the cooperatives ? 

Mr. Hamu. 18.2 percent net worth. 

Mr. Horan. You said about 2 percent a year it increased. 

Mr. Anpersen. It averages about 2 percent a year? 

Mr. Hamit. It is increasing, Congressman, about 2 percent a year— 
that is the way it has been doing the last few years—in addition to 
substantial amounts of additional investment. 

Mr. AnpEerRSEN. Well, then, Mr. Scott, will you answer me this: If 
we increase the rate of interest by approximately 2 percent or 214 
percent, then this cushion would no longer be an average, would it? 
It would no longer obtain ? 


OPERATING MARGINS FOR AVERAGE REA CO-OP 










Mr. Scorr. Well, the interest cost doesn’t figure out just that way, 
Mr. Andersen. There is a statement that Mr. Hamil, I am sure, 
could describe more accurately than myself, which is in one of his 
published statistical reports, which shows how the average dollar of 
revenue of these electric cooperatives was used. As I remember 
there was about a third of it that was used for the cost of power. 
There was about 30 percent that covered the overall operating ex- 
penses of the system. There was about 17 cents out of the dollar, 
that was depreciation charge. On an average for all the systems, 
the net margin, which is the net profit is about 12 cents on the dollar. 
Using these 1958 figures the interest cost was 8 cents out of that av- 
erage dollar of revenue. 

Now this shows the interest. cost to be one of the minor items of cost. 
Any item of cost in a business is important. I don’t deprecate that 
in raising the rate of interest on these loans, you are dealing with an 
important cost item. But it is not a major cost item. 

Now, this is true, as you would know, that there is no proposal 
that there be any change of rate excepting on new loans in the future. 

Mr. Anversen. I understand that. 

Mr. Scorr. Most of these new loans bring their own increased 
earnings to the business. For example, they are going to serve a new 
community, as a result of a new rural housing development. It is 
generally a proposition that brings with it some good income to the 
business. So, getting back to the question that I raised a moment 
ago, the point which I think is most important is that a great many 
of these electric borrowers are in good, strong position. The question 
gets down to what might happen in those systems which have built 
only modest financial strength in sparsely settled areas. 

Mr. Anpersen. On that point, any increase in interest rate would 
immediately be charged back by the cooperatives to their consumers, 
would it not? 
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INCREASED COSTS RAISE RATES 


Mr. Scorr. Well, they would have to handle the increased interest 
cost as any other cost in their business. Some of them would have in- 
come that would take care of it. Others might have to raise their 
rates. 

Mr. AnprersEN. These rates have continued to drop, as has been tes- 
tified to here earlier today. Throughout America they have dropped 
continuously, slightly but continuously, throughout America on the 
average. That is to the consumer. But now in Minnesota this year 
let me point out the economic situation we are in. Our gross farm in- 
come in 1959 dropped $100 million below the previous year. 

Mr. MarsHau. $100 million in 1 year in cash receipts. 

Mr. AnpeRsen. The economic situation on the farms in Minnesota 
this year is what you might term “deplorable.” I had three letters in 
my mail today from farmers who state that they just cannot make it 
go. One farmer stated definitely that he was trying it 1 more year, 
this year, and if conditions did not improve, that even though he had 
a well-developed herd of cattle, and his farm was taken care of in 
very good shape, through the Soil Conservation Service, and such— 
in other words, he is one of the leading farmers of the area—he says 
he will have to sell out and go to the city and get a job, because he just 
does not believe in working without having a little bit to show for his 
time and labor. 

I am just pointing that out, Mr. Scott, to show you that in my 
part of the country and Mr. Marshall’s part of the country the eco- 
nomic situation is not all it should be today in agriculture. 

Mr. Scorr. Iam sure that is right. 

Mr. Anprersen. Now you say, of course, and I agree with you, this 
would be a comparatively small extra charge. But it would be just 
adding a little additional charge to the expenses of operation by the 
average farmer. His power bill would go up just a little bit. And 
that is one of the other economic points I am arguing in behalf of 
holding the interest rate where it is. It would mean just a little bit 
more charge to each individual farmer on his power bill. And in 
view of what the farmer is doing by furnishing a market for $14 
billion worth of electrical supplies to these big manufacturers all over 
the United States, I just don’t see why that interest rate should be put 
up. 
Mr. Scorr. Mr. Andersen, there came to my attention some time 
back, within the last year, a report that a school district that was put- 
ting up a very extensive new high school building stated to the man- 
ager of the REA-financed system that they were not going to hook 
into their lines because they felt that it was unfair and improper for 
them to be getting 2-percent money. 

Now, that is the only such instance that has come to my attention. 

I think that we would all want, in the best interests of these fine 
systems, to not be a party to things which might contribute to an 
adverse public reaction to these systems. 

Mr. Anpersen. All right, Mr. Scott. In direct answer to that, and 
on my Appropriations Subcommittee for Public Works, you would 
imply that I should not under any circumstances vote for the tens 
of millions of dollars asked of us in that bill for rehabilitaing these 
older irrigation projects out through the Midwest on which the bene- 
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factors pay nothing. You would suggest, then, that I turn that-all 
down, because certainly all of those reclamation projects, if it wasn’t 
for that interest-free money building up those communities, no high 
schools would have existed in some of those communities. 

Now, see how our same Government, our same administration, our 
same Treasury, is treating those people out there. Are they a pre- 
ferred class of people. They don’t pay a nickel of interest, remember, 
on these particular loans that I am referring to. That was made a 
matter of record, that is a matter of record in my subcommittee this 
morning. 

I am just wondering how can you—you mentioned about this one 
high school refusing to take 2 percent money, or use electrical energy 
from an REA cooperative because they didn’t want to utilize any 
2 percent money. Well, that is very commendable. But you would 
have to put in the same category hundreds of high schools scattered 
through these areas developed throughout the West that have been 
developed because of interest-free loans. 

Mr. Scorr. I mention that only to bring out the danger of adverse 
public reaction to a subsidized interest rate. 

Mr. AnpersEN. Yes, sir; I am just trying to refute it in the record. 

Mr. Scorr. Of course, as I said before, that is the only instance of 
that kind that has come to our attention. I mentioned it in the 
thought of it being important to these systems to have good public 
relations. 

Now, we think in all sincerity that it would not detract from their 
ability to go ahead and serve and grow and expand their facilities 
down through the years, to pay the average cost of long-term loan 
funds. 

Mr. Anprrsen. Do you have anything to say now, Mr. Hamil? 

Mr. Hamit. I just want to make a comment. My comment for the 
record is that the rate of interest that would be involved between 
the 2 percent and cost of money, cost of the money on long-term 
securities by the Federal Government, is in my honest opinion neither 
a millstone around the necks of the rural electric cooperatives, nor 
is it the straw that is going to break the camel’s back. 


TELEPHONE LOAN FUNDS FOR FISCAL YEAR 1961 


Mr. Anprrsen. Now, on RTA, Mr. Hamil, it is my understanding 
that we have before us a proposed loan authorization of $80 million, 
is that correct ? 

Mr. Hamu. That is correct. 

Mr. Anpersen. Now, REA and the Department of Agriculture 
requested the Bureau of the Budget approval of a request for $149 
million in loan authority, plus a reserve authorization in the amount 
of $25 million, is that correct ? 

Mr. Hamin. Well, I think Mr. Grant of the Office of Budget and 
Finance is here. 

Mr. Anpersen. Is that correct, Mr. Grant, did the REA request 
of the Department of Agriculture $149 million in authorization, in 
loan authority, for the RTA, plus a reserve authorization in the 
amount of $25 million ? 

Mr. Grant. That is correct. 
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Mr. Anpersen. Now, did the Department of Agriculture request 
that of the Bureau of the Budget ? 

Mr. Grant. No, sir. 

Mr. Anpersen. How much did you request of the Bureau of the 
Budget ? 

Mr. Grant. The Department’s estimate to the Bureau of the 
Budget was $80 million for the regular authorization for rural tele- 
phone loans, and a reserve authorization of $25 million. 

Mr. Anpersen. I am talking about what you requested of the 
Budget. 

Mr. Grant. The Department also requested an additional $45 
million, which would have made it $125 million (plus the $25 million 
reserve authorization). 

Mr. Anpersen. Plus the $25 million reserve authorization? And 
the Budget is proposing before us $80 million ? 

Mr. Grant. That is right. 

Mr. AnpersEN. Thank you. 

Now, am I correct, Mr. Grant, in that the Department urgently 
recommended Bureau of the Budget approval of the larger request? 

I will let you put the answer in the record at this point. 

Mr. Grant. The Department recommended approval of the $125 
million request if the overall financial situation permitted. 

Mr. AnpERSEN. Would it be too much to ask of you to put such in- 
formation in the record at this point? Would that be permissible! 

Mr. Grant. I don’t recall at the moment specifically when and how 
the request for the additional $45 million was made. 

Mr. AnpersEN. Let’s leave it this way. If you can’t find any record 
of such a request to the Bureau of the Budget, strike out my question 
relative to it. If you have the information, please include it in the 
record. 

Mr. Grant. I believe the request for the additional $45 million was 
included in the Department’s letter transmitting the 1961 budget esti- 
mates, which went to the Budget Bureau on September 30. I will be 
glad to verify this. 

(The following information was submitted in response to the above 
request :) 

In the letter transmitting the Department’s estimates for the fiscal year 1961 
to the Budget Bureau, the problem with respect to telephone loans was presented. 
The Department’s estimate for the fiscal year 1961 was in the amount of $80 mil- 
lion. However, this letter stated that if the total Federal budgetary outlook 
permitted, the Department recommended a total telephone loan authorization of 
at least $125 million for the fiscal year 1961. A reserve authorization of $25 
million was also proposed. 

Mr. Anpersen. Now, Mr. Grant, did the Department enter any ob- 
jections when the Bureau of the Budget proposed that this loan au- 
thority be cut down to the $80 million figure in the recommendations 
before us? Did you write the Budget officially on the subject in any 
way, protesting against this slash in these particular RTA loans, the 
authority ? 

Mr. Grant. I don’t recall that there was a formal letter written. — 

Mr. Anpersen. If there was, would you please have it entered in 
the record at this point ? 

Mr. Granv. I believe there was some discussion by various people 
in the Department. But I don’t recall there was a letter. 
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Mr. Anprersen. I would like, Mr. Scott, to have an answer in the 
record at this point. 

(The following information was supplied :) 

The Department did not write a letter to the Budget Bureau with respect to 


the determination of the amount to be included in the President’s budget for 
rural telephone loans for the fiscal year 1961. 


Mr. Anpersen. All right. Thank you. 
TELEPHONE APPLICATIONS AND FUNDS AVAILABLE FISCAL YEAR 1960 


Now, Mr. Hamil, at the present time, or as of some recent date, just 
how many telephone loan applications do you have on hand—or who- 
ever you might want to answer the question. 

Mr. Hamin. Will you answer that, Mr. Partridge? I gave it 
awhile ago. 

Mr. Parrrince. We have $120 million in applications on hand for 
telephone loans. 

Mr. Anpersen. How much unexpended loan authority do you have 
in RTA program as of the same date, Mr. Hamil, or uncommitted 
loan authority of the 1960 fiscal year authority ? 

Mr. Herzog. About $28 million. 

Mr. Anpersen. You had $77 million in requests pending? 

Mr. Hrrzoc. That is approved loans. 

Mr. ANDERSEN. How many millions in requests are pending as of 
this date? 

Mr. Parrripce. The amount on hand, that is at the moment, is 
$120 million of applications on hand total. 

Mr. ANpERSEN. $120 million of applications on hand today? 

Mr. Parrrivce. Yes; not acted on. 

Mr. AnpEerseN. Now, how many further do you estimate you will 
receive before the end of the fiscal year? 

Mr. Parrrincr. We have received $85 million worth of applications 
to the present time. We think we will get about another $35 million 
in applications the remainder of the year. 

Mr, Anpersen. All that you possibly have available to service those 
applications with, if you consider them feasible and advisable, is 
about $28 million ? 

Mr. Parrringr. That is correct. 

Mr. Anpersen. All right, gentlemen. 

Now, Mr. Hamil, in your experience, what percentage of these 
loans which are applied for, these new applications, are in such shape 
that they would likely be approved if sufficient loan authority were 
available? In other words, all of these have been pretty well 
screened in advance of their submission to your office; have they not? 

Mr. Hamiu. Not all of them, Congressman. Of most of them it has 
been determined that there is a good possibility that they would come 
under the act. And then 





Mr. Anpersen. If you had $100 million loan authority available at 
this period, for from now to June 30, what percentage of those appli- 
cations now pending and the new ones coming in would you probably 
approve ¢ 

Mr. Hamm. I can only approve, Congressman, the amount that I 
have money for. And that would be 
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Mr. AnprersEN. Today you don’t have the eueeeey available. The 
point I want to—if you will agree with me—I do not think you have 
ficient loan authority left between now and June 30, do you, sir, 
in order to service those which you might consider feasible? 

Mr. Hamu. I don’t have loan authority to meet the amount of ap- 
plications that we have on hand. 

Mr. ANpERSEN. Well, I am not talking about meeting all of these 
applications, because I know you woul Int do that anyhow. No good 
businessman would. You have a considerable number of applications 
onhand. But my point is this: If you had additional money on hand, 
would you take care of half of those applications normally and grant 
them or what ? 

Mr. Hamu. We could probably take care of a few more than we 
will be able to do with the amount of money that is available. 

Mr. Anpersen. Out of the $28 million left? I would think so. 





Sul 


PERCENTAGE OF APPLICATIONS RESULTING IN LOANS 


Mr. Marsnaru. If my colleague would yield, perhaps the figure that 
you might use in order to arrive at a fair estimate would be the per- 
centage of applications which have in the past been submitted, for 
which loans have been made. 

Mr. ANpERSEN. Could you answer that, Mr. Hamil ? 

Mr. Hain. I ‘think I could answer that, but I would like to cor- 
rect the figure, if you would allow us to correct the figure, because our 
telephone loan applications have, as a general rule of the thumb, gen- 
erated a little bit more loan needs than the application comes in, 
In other words, I think our rule of the thumb is that it is about a 20- 
percent increase, is it not—about a 20-percent increase in building 
what turns out to be a sound adequate system. 

Mr. Marsuauu. Now, when you show that 20- percent increase, what 
has been the past experience of the dropoff in applications? In other 
words, what has been your experience in your applications that have 
been submitted—how many of those have been converted into loans 
percentagewise ? 

Mr. Hamu. I can get you an estimate of that. But—if we have 
$120 million of applications, we could probably calculate that on 
being $110 million in loans. 

Mr. MarsHay. So that you only have approximately Jess than a 10- 
percent dropoff of the applications that are submitted that don't 
develop into loans? 
Mr. Hamin, Yes. 








TELEPHONE LOAN PROGRAM FOR FISCAL YEAR 1961 

Mr. Anpersen. Now, Mr. Hamil, if the committee did agree with 
the Budget on the amount of new authority for RTA loans, that would 
mean that as of June 30, we will have less money available for fiscal 
1961 than we had a year before that date; would it not, sir? 

Mr. Hamu. Yes; including the reserves authorization about $105 
million. 7 

Mr. Anpersen. You would have, in other words, about $81 mil- 
lion available? I believe you said you would have. 


Mr. Hamiu. That is correct. 
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Mr. AnpersEN. In other words, to do business with this particular 
program, which I think now should still be on the ascending side, 
you are going to have about $30 million Jess in loan authorization 
than you had a year back? 

Mr. Hamm. It is about 25; is it not, Congressman ? 

Mr. AnpersEN. Well, now, you have $81 million versus—what was 
the other figure ¢ 

Mr. Hamin. $105 million. 

Mr. Anprersen. Did that include the reserve ? 

Mr. Hamm, Yes. 

Mr. Anpersen. All right. But still $24 million less. 

That means, does it, that in your opinion—let me ask Mr. Scott, do 
you feel that the RTA program then has come to the point when 
the Congress can decide to sort of taper it off, that all demand for its 
services and expansion through the program as intended by Congress 
is beginning to level off. 

Mr. Scorr. No, I don’t have that impression of it. I know there 
are a great many of these rural systems that are completely inade- 
quate. 

Mr. AnpeRsEN. Certainly. And don’t you feel that the need for 
this program is still gradually going up, rather than down? 

Mr. Scorr. Oh, yes. 

Mr. AnpersEN. I think you would have to agree with me on that. 

Mr. Scorr. It is a question of the rate at which the new systems 
are put in, of course. 

Mr. Anpersen. Mr. Hamil, I will ask this as a final question on 
RTA. From the information that you have given us, it would ap- 
pear that the proposed $80 million would not begin to meet the cur- 
rent demand, let alone any new applications coming in. 

Now, if the subcommittee went along with this recommendation, 
and, I, of course, personally hope to see it increased, but assuming the 
Congress authorized only the $80 million recommended by the Budget, 
how then would your people go about administering such a sharply 
reduced program? How would you decide as between a number of 
equally meritorious loan applications which would and would not be 
approved ¢ 

Mr. Hamin. Under those circumstances, Congressman, we would 
just take the applications as they came in and take them on the index 
and process them as long as we had funds. 

Mr. AnpersEN. Well, Mr. Hamil, I just want to state relative to the 
RTA authorization request here, I think it is entirely inadequate. 
I do believe, on the other hand, that you do have a fair figure here 
relative to the regular REA authorization. And just to conclude, I 
would like to have a little information relative to something connected 
with REA—if I can switch over to that. 


FUNDS FOR FARM ELECTRIFICATION RESEARCH 


Now, if I remember right, we allocated some agricultural research 
funds for this fiscal year to farm electrification research. And I would 
like your opinion as to the progress of that particular research, Are 
you getting some worthwhile results out of that ? 

Mr. Hamiu. I have done some checking on that, Congressman An- 
dersen, and it is apparent that the results of the research are paying off. 
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Research, as you well know, is something that you don’t lay out here 
today and reap the dollar the day after tomorrow. It is a long-term 
deal. You have to have basic research. And it is apparent to those 
of us in REA that the basic research that has been developed over a 
period of years is now bearing fruit in many factors relative to REA’s 
loan program, and to REA’s borrowers directly and indirectly to 
the security of REA’s loans. 

Mr. Anversen. I know that most of my REA cooperatives are very 
much interested in seeing REA research continue, because they feel 
little enough money is alloc ated to research in REA fields. And were 
any of these funds originally allocated to research on farm electrifica- 
tion—were they used for any other purpose this fiscal year than what 
the committee intended ? 

Mr. Hamm. Those funds are not handled by REA. 

Mr. Anpersen. No, but have you information as to whether or 
not they were used for other purposes ? 

Mr. Hana. I would not have any information in that category. 

Mr. Grant. Mr. Andersen, are you talking about funds for farm 
electrification research by the Agricultural Research Service ? 

Mr. Anpersen. That is right. 

Mr. Grant. So far as I know, they are being used in accordance 
with the intent of the committee. 

Mr. Anpersen. Thank you. That reaffirms my faith in the good peo- 
ple of the Department of Agriculture. 

That is all, Mr. Chairman. Thank you. 

Mr. MarsHatu. Mr. Horan? 

Mr. Horan. I will be very brief, Mr. Chairman. 

I think this has been a good presentation. It appears to me that 
REA is still a going concern. I appreciate having you fellows up 
here. 

ASSOCIATIONS 


BORROWERS’ STATEWIDE 





What is the nature of your statewide associations? Just what do 
they do? 

Mr. Hamm. Congressman, we have no associations or offices out- 
side of the agency in Washington—we have only our field per- 
sonnel. We have no offices outside of Washington, D.C. The State 
associations, I think, that you are referring to are associations that 
borrowers from REA have grouped themselves together in the various 
States. Those are organizations outside of REA, and are independ- 


ent agencies as far as we are concerned. 






POWER SUPPLY ARRANGEMENTS 





Mr. Horan. Well, is there any attempt on the part of any of the 
statewide associations or groups of associations to create inter-ties or 
build up a power grid ¢ 

Mr. Hamm. They have some power committees, Congressman, but 
they are acting as independent entities, not as a part of the Rural 
Electrification Administration. 

Mr. Horan. If they enter into that sort of an agreement, then they 
have to join something like the Southwest Power Administration, or 
the Bonneville Power Administration, or that sort of thing? 
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Mr. Hamin. Well, several borrowers from REA, as we all know, 
receive power from Bonneville—buy power. Others buy from the 
Southwest Power Administration. Those are entities separate and 
apart from REA, and it is a contractual arrangement between our 
borrower and these agencies that you mentioned, Congressman Horan. 

Mr. Horan. Well, I think there are things to be said in the wise 
use of what power is generated, and in the multiplicity of its use 
round the clock, 

There are real arguments in favor of power grids. I think they 
add to the sum total of the effectiveness of any given system. So I 
am not complaining about it. I just wondered what the status of any 
movement in that direction is. I know you get into a lot of very in- 
teresting political discussions when you enter into that. But we 
would—we have found that our Bonneville system, so-called, actually 
that is one of the minor dams in the whole Pacific Northwest area. 
But it does have the name of the Bonneville Administration. It is 
greatly enhanced by the fact that all power generated out there, so 
far as I know, either is in the grid or can be put in the grid. As far 
as I know, every bit of power is now hooked up to an overall grid 
which we think is very good. We are very happy about it. 

I would hke to go off the record just a minute. 

Mr. Marswatu. Off the record. 

(Discussion off the record.) 

Mr. MarsHatu. We will now adjourn until 1 o’clock tomorrow. 


Monpay, Marcu 7, 1960. 


Mr. WuirrEeNn. The committee will come to order. Mr. Michel, do 
you have any questions? 


RESERVES AND INVESTMENTS OF REA ELECTRIC BORROWERS 


Mr. Micuet. I would like first if I might to refer to the matter 
which was initially brought up by our good friend from New York 
Mr. Santangelo, relative to the amount of money that some of the 
Rural Electrification Administration Cooperatives apparently are 
reinvesting in Government securities. First of all, you made mention 
of the fact that the reserves are used principally in the three areas, 
$150 million in advance payments, $190 million reinvestment and then 
somewhere along the line you said that 96 percent of the reserves 
were used for these two plus an investment of Government securities, 
but you gave the dollar figure in two instances and percentage figures 
in the overall, and so I have nothing to use as a basis of comparison 
unless you also either give me the figures in dollars which were invested 
in Government securities or tell me what part of the 96 percent the 
$150 million and the $190 million come to. Can we clear that matter 
up just a bit? 

Mr. Hamiz. I think I can, Mr. Chairman. I have a compiled 
statement. 

Mr. Wuirren. We will be glad to have it. Since it is recognized 
that reasonable reserves are in order, unless they want to come to us 
every tme they want to buy a stamp, I would trust that you folks 
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would make a determination as to which you think is proper and which 
is excess. 

Mr. Micnexr. My next question was going to be what was the 
criteria for determining what is reasonable and what is excessive 
reserves? What percentage of net worth is considered to be a reason- 
able reserve? 

Mr. Hamu. I will ask Mr. Zook to answer that for you. 

Mr. Micuet. First of all, in answer to my first question—— 

Mr. Hamiz. Would you like me to give this in round numbers? 

This is what I had hoped to submit to Congressman Santangelo 
as a result of his request. In the following table the amount of 
borrowers’ investments and cash was compiled from borrowers’ 
operating reports; the amount of advance payments from REA 
records; and the estimated amount of general funds invested in plant 
from the annual loan survey. The figure for investments and cash 
does not include any loan funds advanced by REA, which are placed 
in a special construction fund trust account. 


Electric borrowers’ investments and cash advance payments and general funds invested 
in plant, Dec. 31, 1958 


Item Amount 
1. Investments, cash and special funds_____..........--_._-_-- $441, 569, 428 
2; Payments in eaavance of Gue'dates.....-_._.. ee. 138, 972, 625 
3. Estimated general funds invested in plant_._______________- 190, 000, 000 





SA ee Beira ee sen ecanwe ko acee Sele eos Ue 770, 542, 053 

The information available to REA on the types of securities which 
borrowers. have is contained in the CPA audit reports. <A study 
made in 1959 of the most recent audit reports available to REA, 
the reports being of varying dates, showed that more than 96 percent 
of borrowers’ general funds are invested or held in U.S. Government 
bonds, electric plant, advance payments to REA, savings and loan 
associations and bank accounts. If the general funds invested in 
plant and the advance payments to REA are excluded from the data, 
the percentage of the remaining total in each category is as follows: 


Percent 

Type of security or account of total 
Ree RRR TIA SI StS es Shape bwe ac mathe centro & 51.7 
Cash, checking and demand deposits_-_............-.-..----...-.-...- 21.9 
anne In I il his iw oh en even ane nncaneaknmenmi an 13. 8 
Savings accounts, certificates of deposits, and time deposits____________-_ 6. 2 
Associated enterprises, such as federated power cooperatives, etc. ___-__-_- 2.8 

All other, such as Farmers Home Administration guaranteed loans, other 

cooperatives and mutuals, corporate stocks and bonds, ete___---_.__-- 3. 6 
Pei wees Jee eae eee eddie cee 2h se EL 100. 0 


Applying the above percentages to the $441,569,428 investments, 
cash and special funds reported by borrowers at December 31, 1958, 
the approximate amount of securities and other holdings would be 
as follows: 


Amount 
ivi came ins. AIL ACS Uk. Se eo uk eee ke $228, 291, 000 
Cash, checking and demand deposits____-_.._..-..---_---_-__- 96, 704, 000 
Rawieet Sik 166R BRROMAMONS > 6. ond one shed cn ge dawn ideas sek 60, 937, 000 
Savings accounts, certificates of deposits and time deposits_______ 27, 377, 000 
RR ISIN ae eee doer esc Sennen ap cee ance 12, 364, 000 
Aap wtherss . 626.2 s0ss 24 ibe os eg see ee ee bot 15, 896, 000 


Pi oo cea enna sam aRhGcenwe seen cwocetee es 441, 569, 000 
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While most audit reports do not indicate the specific amounts for 
the various purposes for which borrowers have these liquid assets, they 
are being used for several purposes essential to the conduct of their 
business operations. These purposes include working capital to 
finance the operating expenses of their businesses, funds to finance 
necessary current as well as future replacements of plant, funds being 
accumulated to meet debt payments, and funds to finance storm 
damage replacement and other contingencies. 

The composite balance sheet of REA electric borrowers at Decem- 
ber 31, 1958, is as follows: 


Composite balance sheet of REA borrowers reporting as of Dec. 31, 1958 


Assets and other debits: 


PAOUrIO lant 31 AOI VIOG Ko ooo ora iw ae Semceee eek aia $3, 123, 386, 519 
GtDOr @lebw iG IRN. 25 oc ody aaa nie e ae omen we pene 120, 291, 904 

‘hebel electne plants 6910 G0. 265ne ed ee ee 3, 243, 678, 423 
Less reserves for depreciation and amortization___...----_- 747, 987, 811 








HlGCirio PIaNy IDEs TENORVER. . cS heme noe 2, 495, 690, 612 
Investanents and special Tuhds.- 2 2 be le be ec he 244, 197, 099 
Current and accrued assets less reserves__.___._.-------- 352, 501, 024 
istered debits. o> 2 uc Bo. eden acdbuewen as mate ae utwe 17, 122, 541 

Lotei deséts and other qepite.. 2 <u ei ec 3, 109, 511, 276 

Liabilities and other credits: 

Membership fees and other capital_.........---.-------- 38, 752, 579 
PaUrOnSSe GADITAL GAC o. «baa. o deds aoc enenasatanescue 219, 955, 361 
ODOIRUN AIG n ee ces Se ee uate aewee cameos 205, 615, 473 
Nondperating mareins 0. SU0f0: bk Se Ue ee 28, 138, 774 
Contributions in aid of construction___.........------_-- 22, 731, 492 
EO URIIS TEOIS. oc 6r': 54 tel Soe ca ea ol oes SR Bea 2, 542, 768, 692 
Current 8ng accrued labilities. . . .. .<~ oo ccc ccc cnccnSoce 43, 438, 015 
IRCRITEG MOUs 2 re aes oa oe eee eee ml 8, 110, 890 

Total liabilities and other credits. ...............----- 3, 109, 511, 276 


In this composite balance sheet, the reserve for depreciation and 
amortization which is shown as an offset account, consists largely of 
the loss in service value of the plant resulting from wear and tear, 
decay and related causes. 

Mr. Wuirren. I am not trying to foreclose any information and it 
would be improper for me to do so. I checked what Mr. Santangelo 
asked for and he asked for the excess. I checked the record very 
carefully. Mr. Santangelo’s statement was a request showing the 
excess reserves. I must insist that you show whether there is any 
excess in such reserves. 

Mr. Hamu. As I testified, the cooperatives have about 18.2 percent 
equity in their systems. We will be glad to provide for the committee 
the figures showing the value of lines, investments, and so forth. We 
have made no determination that any of it is excessive. And inci- 
dentally, Mr. Chairman, we had quite a serious storm down in the 
Alabama area and part of your country and those people have funds 
of their own in many cases. There is one distressing case that notified 
us Friday afternoon and we are processing immediately an emergency 
loan to take care of the needs. 

Mr. Wurrren. I did note that Mr. Santangelo asked for a report 
on what part of this was excessive and I know he used the words “in 
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excess”? for the purposes you mentioned. In the statement you just 
submitted for the record, have you made any determination as to 
whether the reserves are excessive in any particular cases or whether 
they are not? 

Mr. Hamiu. There is nothing in this statement that was submitted 
that has to do with whether it is excessive. 

Mr. Wuirren. I understand that you encourage the REA bor. 
rowers to invest their reserves in Government bonds and other secu- 
rities. I further note that your total reserves for depreciation are 
$748 million, and that your total reserves are about $770 million. 
Only about one-third of these are in Government bonds. Do you 
consider that excessive? 

Mr. Hamiz. That would be considered reasonable. The REA 
co-ops have a total plant of $3.5 billion to protect. 

Mr. Micuext. The only specific question I want to ask you now 
with respect to this figure which you cited is the $228 million, be- 
cause that one apparently is the one in direct Government obliga- 
tions and admittedly these assets in emergencies ought to be in as 
liquid a form as possible to meet emergency situations. Is there any 
way of telling what part of this $228 million—and I would remind 
you that it is just a shade under a quarter of a billion dollars, which 
is invested in Government securities, is in long-term obligations or 
whether those would be in 60- or 90- or 180-day Treasury bills? If 
they were in the latter I could see that the cooperatives themselves 
still feel that this might have to be used in an emergency. If on the 
other hand they are invested in long-term obligations even though 
the Government would like to have more of that today it would 
indicate that they are not so concerned about their shaky reserve 
but are out to make that extra penny and they are reinvesting in 
Government securities. 

Is there any possible way of determining this? 

Mr. Hamiu. Mr. Partridge has a breakdown on that. 

Mr. PartrripGce. These are the same figures Mr. Hamil was talk- 
ing about a moment ago. 

Mr. Micuev. A further breakdown of the $228 million figure? 

Mr. Parrringr. I do not have the breakdown but I can tell you 
the bonds which are involved. They include bonds and notes in 
series A, B, E, F, G, H, J and K as well as other Treasury issues such as 
bills and notes and our study indicated that the yields on these ranged 
from 0.96 to about 4 percent, and that the majority of them had yields 
of 214 to 3 percent. Most of these bonds were in series J and K as 
I recall. 

Mr. Micuen. That will certainly answer the question I had. 

Mr. Wuirrten. I used to buy series E bonds but I never did get 
enough money to buy these others. Will you state for the record what 
these others are? 

Mr. Micuev. Will you simply for the sake of clarifying the record 
identify the series of bonds and what the term of each normally i is and 
the rate of interest that would apply? Of course that would be 
somewhat flexible on some of them. 

Mr. ParrrinGce. I don’t believe I have enough information to 
answer this question fully with me but we will be glad to put some of it 
into the record. The J and K bonds for the most part had yields of 
around 2% percent. As I recall those are bonds having maturities of 
about 12 years. Of course they are redeemable before maturity. 
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Mr. Micuex. Would you simply for the sake of completing the 
record on the other series A, B, E, F, G and H give a general Treasury 
description of what they are if you will? 

Mr. PartripGe. Yes, I will be glad to do that. 

(Material referred to to be supplied:) 


GENERAL TREASURY DESCRIPTION OF SERIES E, F, G, H, J AND K U.S, 
SAVINGS BONDS 


SERIES E 


Issued on a discount basis at 75 percent of their maturity value, and may be 
redeemed, at the owner’s option, at any time after 2 months from the issue date. 
The investment yield is approximately 3.75 percent per annum, compounded semi- 
annually, if the bonds are held to maturity, but the yield will be less if they are 
redeemed prior to maturity. The current series mature 7 years and 9 months from 
the issue date. Series E bonds are issued only in registered form and in denomina- 
tions of $25, $50, $100, $200, $500, $1,000, $10,000. Bonds are also available in 
$100,000 denominations for trustees of employees savings plans. There is a 
general limitation of $10,000 on holdings during each calendar year. A special 
limitation on holdings applies to holdings for employees savings plans, based on 
the number of participants in the plan. 


SERIES F 


Issued on a discount basis at 74 percent of their maturity value, and redeemable 
prior to maturity at the owner’s option at any time after 6 months from the issue 
date. The investment yield is approximately 2.53 percent per annum, compounded 
semi-annually, if bonds are held to maturity, but the yield will be less if redeemed 
prior to maturity. Series F bonds were sold through April 30, 1952, and matured 
12 years from the issue date. They were issued in denominations of $25, $100, 
$500, $1,000, $5,000 and $10,000. Holdings were limited to amounts prescribed 
from time to time by the Secretary of the Treasury. 


SERIES G 


Issued at par, bearing interest at the rate of 2% percent per annum, payable 
semiannually from issue date. The bonds were issued for maturity in 12 years 
from date of issue but are redeemable prior to maturity, after 6 months from issue 
date, at the owner’s option. Series G bonds were sold through April 30, 1952, 
in denominations of $100, $500, $1,000, $5,000 and $10,000. Holdings were 
limited to amounts prescribed from time to time by the Secretary of the Treasury. 


SERIES H 


Issued at par, bearing interest, payable semiannually, on a graduated scale of 
amounts which have been fixed to afford an investment yield on current issues of 
approximately 3.75 percent per annum, compounded semiannually, if the bonds 
are held to maturity, but the yield will be less if the bonds are redeemed prior to 
maturity. Series H bonds mature 10 years from the issue date and may be 
redeemed at par, at the owner’s option, at any time after 6 months from the issue 
date, but only upon 1 calendar month’s notice. Series H bonds are issued only 
in registered form and in denominations of $500, $1,000, $5,000, and $10,000 and 
the general limitation on holdings originally issued during any 1 calendar year is 
$10,000. 

SERIES J 


Issued on a discount basis of 72 percent of their maturity value. The invest- 
ment yield is approximately 2.76 percent per annum, compounded semiannually, 
if the bonds are held to maturity, but the investment yield will be less if redeemed 
prior to maturity. Series J bonds are issued only in registered form and mature at 
face value 12 years from the issue date, but may be redeemed prior to maturity 
after 6 months from the issue date at the owner’s option. Series J bonds are 
issued in denominations of $25, $100, $500, $1,000, $5,000, $10,000, and $100,000. 
Holdings of series J, or the combined aggregate amount of bonds in series J and K 
originally issued in any 1 calendar year are limited to $200,000. 
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SERIES K 

Issued at par and bear interest at the rate of 2.76 percent per annum from issue 
date, payable semiannually, beginning 6 months from issue date. Series K bonds 
are issued only in registered form and mature 12 years from the issue date, but 
may be redeemed prior to maturity after 6 months from the issue date, at owner’s 
option. Series K bonds are issued in denominations of $500, $1,000, $5,000, 
$10,000, and $100,000, Holdings of series K, or the combined aggregate of 
bonds in series J and K originally issued in any 1 calendar year are limited to 
$200,000. 

In a few instances REA borrowers also have small amounts in Treasury series 
A and B notes, issued at various times at various interest rates in effect at the 
time of issue. 

Mr. Micuex. Now, Mr. Hamil, in talking with members of rural 
electric cooperatives in my own district this matter has been dis- 
cussed, and they have told me legally it is right but morally they do 
not think it is particularly right for them to invest right back in 
Government securities, particularly at current interest rates. Realiz- 
ing that as the Administrator you have no recourse but to accept 
what these co-ops are doing, and that they are not violating the law, 
do you think it is morally right? 

Mr. Hamit. In all the speeches that I make to these people I have 
encouraged them to keep those reserves at a reasonable figure, and 
that if there are excess moneys coming into their coffers that they use 
those for payments ahead on their loans or to reinvest it in their own 
plant. 

Mr. Micuex. Now, can we have clarified what you would consider 
to be a reasonable reserve or an excessive reserve? Do you in the 
Rural Electrification Administration use as a rule of thumb a particu- 
lar percentage of net worth in determining what is reasonable and 
what is excessive? 

Mr. Hamix. We have a guide, Congressman, a series of guidelines 
that we use, and I am going to ask Mr. Zook to give you the recom- 
mendation that we make to borrowers as to what funds we think are 
necessary and reasonable. 

Mr. Micuet. For the sake of time, if you will, I would be satisfied 
to have it in the record. If it is short we can have it here. 

Mr. Zoox. It would probably be better to put it in the record. 
We are in a process of transition, and we have made certain recom- 
mendations with respect to those which are in terms of liquid capital 
and replacement and contingency funds for storm damage purposes. 

Mr. Micuet. You said you might have a change of thinking? 

Mr. Zoox. Yes. 

Mr. Micuet. What would have spurred that change of thinking? 

Mr. Hamit. We have been in the process of changing our relation- 
ships with the borrowers in this particular aspect and that is coming 
with the increased financial stability of the borrowers. This stability 
has been going up at a reasonable rate but it has only been within 
recent years that that has occurred. This program started out with 
100 percent loans. The entire assets of our cooperative borrowers 
originally consisted of loans, and we have been working diligently 
with the borrowers to increase their net worth, their ownership. 
Their ownership, Congressman, has gone up from a little over 7 percent 
in 1952 to 18.2 percent last year. Consequently, it has only been 
within recent years that they have had enough of their own resources 
in the system that it has been of any consequence to Members of the 
Congress or possibly to the Administrator of the Rural Electrification 
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Administration. And that net worth, as I mentioned in my opening 
remarks, is at the present time developing at about 2 percent per year. 

Mr. Micue.. Now, in the interest of time, if you simply want to 
amplify anvthing Mr. Hamil said in response to that, it will satisfy 
my particular purpose, if that is all right with the chairman. 

Mr. Wuitren. Yes. 

(The material referred to follows:) 


REA RECOMMENDATIONS TO BORROWERS CONCERNING USE AND INVEST- 
MENT OF GENERAL FUNDS 


Because of wide variations among borrowers, REA has no rule-of-thumb recom- 
mendations to borrowers on the amounts of general funds and investments they 
should maintain for their business purposes. For instance, the amount for replace- 
ment costs vary for different systems because of such factors as age of the system, 
rate of growth, and original cost. 

We strongly urge that any general funds in excess of requirements for working 
capital, contingencies, and advance payments be effectively reemployed in carry- 
ing out the primary purpose of the business. Additional advance payments on 
indebtedness to the Government and the financing of required new plant are the 
best ways in which such cash may be used. 

As a matter of good business practice, borrowers are encouraged to establish 
financial plans to determine that they will have adequate general funds to meet 
their business and operating needs. These needs include funds for operating 
expenses, funds for debt service payments, funds to finance replacements, funds 
to finance construction work in process, and funds to meet contingencies. 

For some of these needs guidelines have been developed, but it is recognized 
that the determination of the amounts must be made by each borrower on the 
basis of its experience and its own particular circumstances. 

For operating cash, the amount is generally equal to about 144 months’ average 
operating expenses. To meet current debt service, the amount is determined 
from the scheduled debt service payments. For ordinary replacements, the 
working capital funds should include an amount equal to the proposed expendi- 
tures for replacements that are necessary because of rust, rot, and ordinary wear 
and tear. These amounts vary widely from borrower to borrower because of 
differences in age, location, and costs. 

To meet unusually heavy expenditures, such as for major right-of-way reclear- 
ing programs, many borrowers find it necessary to accumulate funds ahead of 
the time when the work is undertaken. The amount of funds for such purposes 
is dependent entirely on the magnitude of the work in each specific instance. 

Provision has to be made in working capital for the financing of construction 
work in process, the amount depending on the volume of work underway and 
planned. 

In addition to the working capital purposes outlined above, REA recommends 
that borrowers maintain some funds with which to meet contingencies that could 
not be taken care of with working capital funds. Such contingencies would 
include any type of circumstance which cannot be anticipated, such as unusual 
accidents, storm damage, or loss of revenue due to major or sustained drought 
conditions. A general guide for such contingencies would be in the neighborhood 
of 4 percent of the plant but the amount in each case is determined by each 
borrower on the basis of its experience. 

REA recommends that borrowers keep their working capital and contingency 
funds either in cash or in securities of the U.S. Government or in institutions 
whose deposits or investments are insured by FDIC or FSLIC. This recom- 
mendation is made in the interest of maintaining high security and liquidity of 
such funds and not on basis of rate of return. 

After provision for working capital and contingencies, REA recommends that 
borrowers build up and maintain a cushion of advance payments at least equal 
to the amount of the next 2 years’ debt service on their obligations to the Govern- 
ment. For any general funds remaining borrowers are urged either to make 
additional advance payments on their indebtedness to the Government or to 
finance required new facilities to the extent the funds are available for this pur- 
pose. In applying for loans, REA asks borrowers to assure themselves that they 
are applying for only the amount of initial or additional borrowed capital needed 
in their businesses. In determining their needs for borrowed capital, they are 
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asked to give careful consideration to their financial plans as well as their system 
plans for providing adequate electric service. 


LOAN RESCISSIONS 


Mr. Micue.. Have there ever been any loans approved but which 
have not been utilized? 

Mr. Hamiu. Yes. There have been loans made that have not 
developed into plant and equipment and necessary vehicles to make 
themselves operate, and I can cite several of those. We have several 
rescissions every year. 

Mr. Wuirren. May I enter here again for the record to clarify 
the word you used. You approved loans but that doesn’t take any 
money out of the Treasury until it is expended and the borrower 
doesn’t get any money until it is expended. What you mean is that 
you have given tacit approval but the money was never taken out of 
the Treasury; is that correct? 

Mr. Hair. That is correct. 

Mr. Micuev. I appreciate the chairman’s injection. I raise this 
question because there will be some who will think it appropriate for 
us to appropriate more money for REA loans, and when I note you 
have approved loans that have not been utilized I wonder how this 
comes about. Is that an error in your shop as to what the capability 
really was of this loan applicant? 

Mr. Hamii. Sometimes there are conditions that intervene between 
the time that the loan is made, the obligation is established, and the 
opportunity for using the loan funds. In some States the REA can 
make a loan but the loan may not be approved by the public service 
commission or the public utilities commission and that loan does not 
become operable. 

Mr. Micuev. Has this condition existed throughout the life of 
REA to some small degree, if not a big degree? 

Mr. Hamiu. Yes. 

Mr. Micuet. Has it fluctuated in any specific years? Has it been 
pretty static? Can you always expect that there will be loans that 
you will have approved but will not actually be utilized? 

Mr. Hamiu. Yes. 

Mr. Zoox. May I speak to that? 

Mr. Hamru. Yes. 

Mr. Zoox. Annually, we review the loan commitments to borrowers 
and try to establish whether changed conditions require that the funds 
that have been committed, even though not advanced, are not needed. 
We then take steps to rescind the unneeded funds and the money 
therefore becomes usable for other loans. 











EFFECT GENERAL ECONOMY OF RURAL AREAS 





OF LOAN PROGRAM ON 















Mr. Micuet. Now, we have had made mention earlier in the testi 
mony that you folks have made some estimates to the effect that for 
every dollar invested in REA loans the general economy has thrived 
to the extent of four times that in appliances and so forth that are 
purchased. How does that figure compare ‘with what is normally 
generated in sales by private utilities? Is there any data for compari- 
son at all? Is there anything outstanding in that figure of selling four 
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times as much or resulting in four times as much in appliances being 
purchased for every dollar of REA investment? 

Mr. Hamiu. I would presume that approximately the same figures 
could be used for other suppliers of electricity as long as they were 
providing it in the same area. REA borrowers are serving a fraction 
more than 50 percent of all the rural consumers in America and the 
balance of 48 or 49 percent is served by other people. I have two 
ranches, one served by an investor-owned company and another 
served by a rural electric cooperative, and when we go to town it 
doesn’t make any difference. 

Mr. Micueu. You have roughly the same equipment? 

Mr. Hamiu. Yes; and I can take the same equipment from one ranch 
to the other, as long as we use 60-cycle equipment. 

Mr. Micnet. Is there a comparative overail study of the rates to 
consumers serviced by a cooperative and those serviced by private 
utility companies? 

Mr. Hamiu. I have seen some for certain areas. I do not know that 
there is one on a nationwide basis. 

Do you know that, Mr. Zook? 

Mr. Zoox. Not on a nationwide basis; no. 


LOANS FOR GENERATION OF POWER 


Mr. Micuet. I would like to turn, if I might, to the largest REA 
loan you have authorized, and that was recently in my home State of 
Illinois. There was $25.8 million involved in that. Approving of 
the loan was announced in St. Louis and was for a group of coopera- 
tives in southern Illinois. 

This particular application was called to my attention quite some 
time ago when a private utility company who was selling at wholesale 
prices to these co-ops became concerned, particularly since it would 
involve the construction of generating units and transmission lines. 
A private study was made by Sargent & Lundy, engineers in Chicago, 
as to exactly what would be involved in the cost and I am wondering 
in your consideration of this application if your people would have 
available any private study as to what cost figures were? Are they 
brought to your attention by the opposing side; and do you use those 
at all as a frame of reference? 

Mr. Hamit. All of that information is available to us, Congressman, 
and the borrower in this case, as in all cases, employed a reputable 
engineering firm to make the study for them and the REA has qualified 
engineers who reviewed the information that was presented in that 
study. Having made our own review of it, we came up with the 
conclusion that it met the criteria upon which REA grants loans and, 
therefore, it was granted. I have Mr. Zook here who can answer 
any further questions you might have in regard to the information 
needed. 

Mr. Micuev. I have in one of the memorandums the statement 
that these co-ops were getting their electricity at about 8.28 or 8.43 
mills per kilowatt-hour and that in this private study they cannot 
possibly see how they are going to produce electricity for less than 
14 and 15 mills per kilowatt-hour until 15 years hence when this rate 
might come down in the neighborhood of 11, and I am wondering 
what criteria you use when you must determine that sufficient power 
isn’t available at a competitive price. 
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Mr. Hamin. I know that the study was made by Sargent & Lundy 
because I had a copy of the same information used; possibly it was 
submitted to me at the same time it was submitted to you. It was 
turned over to REA’s engineers who evaluated it along with the other 
criteria that was in the local application and the study by other 
engineering firms as well as the comparison made by REA’s engineers, 
The ‘vy did not come up with the same answer. 

Mr. Micueu. From the study, I am informed there was capacity by 
the private utilities for giving the co-ops all the electricity which they 
required; and as a matter of fact, the projection of figures will show 
that the co-ops, in their loan applications, are very optimistic as to 
what their load will be for the future and have ballooned up some of the 
figures which, to my mind, are just a bit beyond what their capacity 
and capability for service is. Maybe I am wrong. 

I read from a newspaper articles relative to the announcement of 
this loan and I see one paragraph which reads as follows: 

The REA-financed facilities provided for in the loan will result in lower cost of 
power to the rural consumer than would be possible under rates offered by existing 
power sources. 

And then the question comes to me: Maybe I ought to get just as 
cheap a rate as some of these people are going to pay for their elec- 
tricity. What position does REA take? Is it to supply electricity 
to farms and rural communities where they don’t have any or to give 
one section or one geographical area an advantage over another with 
lower consumer rates? 

Mr. Hamit. Mr. Zook, will you answer that question for the | 
Congressman as to the basis upon which we grant generation of 
transmission loans? 

Mr. Zook. The basis has been our traditional policy which you 
have recited and which is known to you. The basis on which we 
arrive at a decision as to whether or not an application meets that | 
policy involves the studies of the expected costs involved, the load to 
be utilized, and the power which will be generated and transmitted. 
In this case, as in every case, we do not rely on the reports of the engi- 
neering firms or the borrower’s report, the one making the application 
for the loan. We make our own independent study of that. In this 
case we even sent some of our people out there to investigate and 
establish the validity of some of the cost estimates involved and we 
have done that frequently. We use as a basis the comparison of the | 
cast which would be derived from such facilities as are here contem- 
plated against that under which power could be purchased from the 
utilities on a comparable basis. ‘That is to determine the power cost 
at the location of the load centers of the various systems involved in 
order to see which results in the lower cost. The loads which are 
contemplated to be served in this case are not those which have been 
supplied to us arbitrarily by the borrower involved. We have made 
our own field investigation and forecast of those loads and it is based 
on that that the borrowers either submit this study or this study 3 
adjusted by our people to take into account the loads that we recognize 
are reasonable as far as the forecast is concerned. 

Mr. Micuext. Did the REA feel that these two particular private 
companies which were serving this area were actually, as one of the 
St. Louis newspapers char: acterized them, “holding them up” unduly 
in renewing their contracts for the coming year? 






















uundy 
it was 
lt was 
- other 
| other 
neers, 


ity by 
h they 
| show 
- as to 
of the 
pacity 


ent of 


cost of 
existing 
just as 
r elec- 
tricity 
O give 
r with 


or the | 


ion of 


h you 


ch we | 
s that | 
oad to | 


nitted. 
e engi- 
ication 
[In this 
te and 
ind we 


of the | 


yntem- 
ym. the 
er cost 
ved in 
ch are 
e been 


. made 


. based 
sudy 1s 
ognize 


yrivate 
of the 
unduly 





407 


Mr. Zoox. No; there was a very complex situation in Illinois 
in terms of negotiation for wholesale power. Because of certain 
provisions in the proposed wholesale power contracts with the utilities 
concerned, some of our borrowers felt limited in ability to serve the 
loads in their area. That, of course, we did not consider as part and 
parcel of the basis on which we studied this particular loan application 
but there was such a feeling on the part of some of the borrowers. 

Mr. Micuet. There is one other area in which I would like a little 
clarification, and that is in this article, the headline of which reads 
“Co-op power seen as lure for industry” and it goes on to say: 

The three co-ops in turn will be able to bid for new industrial customers which 
come into the area. New industries will be free to buy power from either the 
co-ops or from area utilities, Holt said. 

And Mr. Holt is the board chairman of Southern Electric Power 


Cooperative, Inc. and he was the one who was being quoted. Now 
to go on with that quotation: 


This new plant should be very helpful in bringing in new industries, Holt added. 


And then another article mentions a Member of the House from that 
area, in which he says: 

The loan will be a great boon to our efforts to attract new industry into our area. 
In the past, many likely industrial possibilities have passed over our area because 
of cheaper power available in the Tennessee Valley and other areas. 

| am wondering what consideration you folks gave to that. Now, 
frankly, that southern part of our State is in what some have character- 
ized as an economically depressed area. There have been bills in- 
troduced that would give aid and benefit to economically depressed 
areas and I would have to oppose it with all the vigor that is in me, 
but here is in effect a kind of an aid to an economically depressed area 
by way of a favorable loan at 2 percent less than half the going rate 
for private development being granted under Government auspices 
for the generation of electrical power. I don’t know if our friends 
down in the Tennessee Valley who might get that industry normally 
would look kindly upon the Government on the one hand being used 
as a tool to detract from their area and attracting the industry to our 
area. Does REA consider this? 

Mr. Hamit. That is not considered as part of the loan criteria. 
It is given consideration. You are always going to find all kinds of 
comments. We have never had a generation and transmission loan 
contract since I have been there, and that is true with respect to my 
predecessors also, that did not bring up a lot or pros and cons. This 
one was granted because the power to be generated under the terms 
of this contract will be cheaper to the consumer than it would have 
been under existing circumstances. 

Now REA has been making loans based on this criteria for a good 
many years and I want to publicly state to the members of the 
committee if that is not the way that the act should be administered 
please give us some guidance. We are going to continue to administer 
it that way until we have a change in guidelines. 

Mr. Micue.. Thank you, Mr. Hamil and that would conclude my 
area of questioning, Mr. Chairman. I appreciate your giving me the 
opportunity. 

Mr. Wuirren. In that connection I think it might be well here, in 
view of the testimony that has been developed—some of it requested 
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by the Congressman from New York City and by other members of 
the committee—it might not be easy for the readers to follow this 
whole story. I think it would be appropriate at this point to put 
pertinent parts of the REA Act in so that the record might show what 
the obligations are and the authorities, particularly with reference to 
power generation and other pertinent parts of the act. I would like, 
since this is a field of controversy, and always will be I suppose, to 
point out the fact that the REA associations by and large have been 
power distributors. 

(The information requested follows:) 

Section 4 of the Rural Electrification Act of 1936, as amended (7 U.S.C. 904), 
authorizes the Administrator ‘“‘to make loans * * * for the purpose of financing 
the construction and operation of generating plants, electric transmission and 
distribution lines or systems * * * .”’ This explicit authorization to finance the 
construction and operation of generating plants must, of course, be exercised 
only for the beneficiaries of the Rural Electrification Act. Thus the size, character 
and cost of the generating facilities financed by REA must bear a reasonable rela 
tion to the fulfillment of the needs of the act beneficiaries, Similarly, the exercise 
of this authorization is subject to the other general requirements of this section of 
the act that the Administrator find and certify that ‘‘in his judgment the security 
(for the loan) is reasonably adequate and such loan will be repaid within the time 
agreed.”’ Also under this section no loan for generation ‘“‘shall be made unless 
the consent of the State authority having jurisdiction in the premises is first 
obtained.”’ 

Mr. Wuirten. I would like the record to show what part of the 
power that they distribute comes from other sources such as private 
utilities and municipal plants and what part from power generation, | 
I think it would be well to put in the record that information. 

(The information requested follows:) | 


Total energy input of REA borrowers during fiscal year 1958 } | 





Kilowatt-hours]| Percent of 





total F 
Purchased from power companies Re Re RSS i ee eae 9, O88, 553, 400 39.1 
Purchased from Federal agencies ---.................-------.-. isha Rte 9, 101, 482, 200 39.1 
Purchased from other public agencies.-................-.-...-.-.--......-- 1, 729, 738, 100 7.4 
Generated by REA borrowers__.-.....-.-.-- ee Aiees ie valaionsoead kee 3, 358, 539, 000 14.4 
OR ES TEN io ok cote ocuncencnedecucunatoeseasacsenanebabwnees 23, 278, 312, 700 100.6 


1 These figures are on a net basis, i.e., energy purchased by 1 borrower and resold to another is excluded. 


Mr. Wuirren. You can spell out what criteria you require prior to 
making a loan for power generation, and I presume vou have made no 
loans except where you reach a finding on such a basis. My views 
haven’t always been what they would like them to be, as far as my 
friends on the private utilities are concerned. I have felt that the 
right to make power generation loans is very, very essential, because 
as long as that right exists, the REA is in a bargaining position m 
getting reasonable rates, and reasonable rates are not the end of the 
story. It has got to be somewhat on a continual basis so that it cab 
be counted upon. In areas where there is quite patently a chance for 
a really growing use of electricity, the ability of the REA to have 4 
secure source of power is very essential. By following this line o 
discussion I do not mean that this committee is in a position to judge 
in any particular case. We have resisted that because under the law 
the Administrator is charged with making the determination and we it 
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the Appropriations Committee do not attempt to pass on each 
individual such application. 

Mr. ANDERSEN. Mr. Chairman. 

Mr. Wuirten. I yield to you, Mr. Andersen. 

Mr. AnpreRSEN. Mr. Chairman, in determining this question which 
is a basic question nationwide, undoubtedly the Administrator has 
come to a conclusion that either there is not sufficient energy avail- 
able to the future needs of the REA cooperative in the area which 
can be furnished by the private utilities in question, and there is some 
question as to whether the private utilities are able to deliver to REA 
wholesale power at what REA considers to be a reasonable rate. I 
have always maintained, Mr. Chairman, that in areas of that nature 
it is certainly within the province of the REA to advance loans for 
generation purposes, for generation of power. Undoubtedly, Mr. 
Hamil, this was the conclusion that you came to—that there was a 
need at this point to get in and establish a loan for these people to 
establish their own generating plant. 

Mr. Hanmi. The pertinent facts mentioned as a matter of fact were 
considered. This application after thorough study by the REA per- 
sonnel met the criteria upon which we have granted loans for gener- 
ation and transmission purposes and the loan was granted. 

Mr. ANprerRSEN. I recall years ago in my area that in spite of the 
good intentions of our local pr ivate utility at about 5 o’clock or 5:30 
in the afternoon there was not enough power to wet the milking 
machine. Good intentions go a long way but if you don’t have firm 
power to take care of the load as that exists it is inconvenient for 
those thousands of farmers on the end of that particular stretch of 
wire. I know Mr. Hamil would not approve.such a loan unless there 
was a basic need in connection therewith. 

Mr. Wairren. | happen to “osama a district that is served, about 
half by TVA and half by the Mississippi Power & Light Co., a private 
company. It has been my observation throughout the years that 
these statements about industry moving into the Tennessee Valley 
because of cheaper power locally have an unsound basis. I realize 
they are made quite frequently. In my district and in my State the 
Mississippi Power & Light Co. has done a much more successful job 
in moving industry into “that area of the State than has the TV A, and 
that is surprising in view of the many, many statements that are fre- 
quently made here that it works the other way. It has not worked 
the other way in my immediate area. I can certainly see both sides. 

The other thing that I think I perhaps should say is that many 
private utilities feel that they would like to have the REA cooperatives 
now that they have — up some equity and proved that rural people 
will buy electricity. I do not say that critically but many of them 
would not build a powerline where there are only two customers to a 
mile. 

RESERVES AND INVESTMENTS OF REA BORROWERS 


Gentlemen, I have been asked by various members of the committee 
for various information. I know that in this controversial field that 
Statements can be lifted out of context by those who may read this 
record. The facts can speak for themselves, but I would say that the 
co-ops are under the control of a board of directors elected by the 
customers or the members of the association and as such operate their 
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own business exactly as an operating business. Having borrowed 
money, they have an obligation to the United States from whom 
they borrowed the money to run it on a business basis. J am no 
expert in such fields, but it is my understanding that any lender such 
as the United States would insist that any group that borrowed from 
the Government run that business on a proper basis, which would call 
for the setting aside of sufficient funds to operate on a proper basis, 
This would require the maintenance of sufficient cash to run the 
day-to-day operations, the set aside of a proper amount of its earnings 
to offset depreciation and many other things. Now how far they 
should go before you call on them to reduce the rates to give benefits 
to the consumers, I do not know. How far you should let that go 
before you say that they should use their own reserves as against 
getting a new loan I don’t know. It is a matter peculiarly within the 
purview of the REA Administrator in line with the basic act. 

The other thought I had in connection with this overall situation is 
that many of these things are traced back to the basic REA Act. 
Your duties and responsibilities and authority are all to be found there 
and many changes REA opponents insist upon would require a change 
in the law, which would have to be initiated and approved by the 
legislative committee. The other thought is that, when vou say that 
the REA co- -ops, with this money which should be set aside on a proper 
business basis, were investing in bonds, that in itself doesn’t mean any 
section of Government is trying to get authority to raise interest rates. 
Certainly it would be unsound to call on your REA associates that 
had the money, to let the money stand in an open account in a bank 
instead of making it available to the Government which wants it 
and which would pay the same mterest rate to someone else if they 
lid not take it. It is an accommodation to the Government to 
invest, since reserves must be invested in line with sound business. 
The next thought I have is with respect to underwriting of loans; and 
the Government is trying to get someone with reserve funds to help 
underwrite this kind of a loan so as not to make a direct loan. The 
Government would guarantee this loan to the REA co-op but at the 
same time keep them from making direct loans. 

Mr. Scort. This is all within the investment policy that REA has 
announced. 

Mr. Wuirren. Now, all of this has to do with that which is not 
excess. If in your decision there are excesses, and Mr. Santangelo 
has asked you to put those which you determine to be excess in the 
record. 


PROVISION FOR ACCELERATION OF LOAN REPAYMENTS 





Mr. Hamiu. Could I make one clarification in the record here? 

Mr. WuirteEn. Yes. 

Mr. Hamiz. Mr. Chairman, in connection with the question raised 
as to the authority of the Administrator to require a borrower to step 
up the rate of prepayment on its loans, I should perhaps supplement 
my answer to avoid any misunderstanding. 

‘Under the terms of the REA standard form of mortgage, it is pos- 
sible to require a borrower to accelerate in a limited amount the 
payment of principal or interest on its loans. This authority has 
never been used by any Administrator. In any one year this author- 
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ity can be exercised only to the extent that the required payments 
do not exceed 5 percent of the unpaid balance of the loans. A copy 
of this provision is presented for the record. I would like to make 
this provision a part of the record. 

(The provision follows:) 


THE ACCELERATED PAYMENT PROVISION IN THE STANDARD REA 
ELECTRIC MORTGAGE 


Sec. 20. Notwithstanding anything contained in the loan contract, as from 
time to time amended, or in the notes, the mortgagor will set up such records and 
accounts and maintain such reserve funds as the holder or holders of not less than 
a majority in principal amount of the notes at the time outstanding may from time 
to time require in writing and, if such holder or holders shall so require, the mort- 
gagor shall apply revenues arising from the operation of the mortgaged property 
to the payment of or on account of the principal of or interest on any one or more 
of the notes designated by such holder or holders, either prior to the time or in 
excess of the amount provided for in any one or more of the notes in respect of 
which the payment is to be made; provided, however, that the mortgagor shall 
not be obligated hereby to make payments on account of the principal of or interest 
on any of the notes during any 1 calendar year in excess of 5 percent of the 
amount of the principal of such note or notes advanced and unpaid at the time 
such payment is required; and provided further, that subject to the provisions 
of section 4 of article II hereof, the mortgagor may at all times retain funds 
reasonably adequate for operating purposes for the current month, and in no 
event less than 1.5 times the amount of its cash expenditures for such purposes 
during the corresponding month of the preceding year. 


DEFENSE INSTALLATIONS LOCATED IN AREAS OF REA TELEPHONE 
BORROWERS 


Mr. Hamiu. I would like to make this statement for the record too. 
Borrowers from REA in the telephone program have many Federal 
installations such as missile sites and SAGE installations within the 
territories certificated to them by the various State commissions. It 
is our opinion that those particular Government installations which 
are located in REA telephone borrowers’ service areas will require 
approximately $30 million of loan funds next year. I wanted to call 
the committee’s attention to that because those things are changing 
daily as announcements come out by the Defense Department as to 
where they are putting such installations. 

Mr. Wuitten. Thank you again, Mr. Hamil, and you, too, Mr. 
Scott, and your associates. 

Mr. Hamizt. Thank you very much, Mr. Chairman, and members 
of the committee. 
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ERATIONS), FARMERS HOME ADMINISTRATION 

C. WILDER SMITH, ASSISTANT ADMINISTRATOR (INSURED LOAN 
FUNDS), FARMERS HOME ADMINISTRATION 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS 
DIVISION, FARMERS HOME ADMINISTRATION 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


LoaAN AUTHORIZATIONS 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | | 
[. Farm ownertitin loans.) .2- |= =< cee $28, 079, 340 | $24, 300, 000 $20, 249, 000 


2) ren Centr RORS.  o c< onuwhonant ebeanasesewnee 187, 072. 571 180, 800, 000 154, 400, 000 
3. Soil and water conservation loanms_-......-.- ; 3, 340, 447 3, 485, 000 3, 000, 000 
ae PI IIB ee. ek cata cacvccecuneces : 60, 552, 257 42, 900, 000 25, 700, 000 
een OO rune esicbeensunessaccveck 279, 044, 615 251, 485, 000 203, 349, 000 
5. Relation of costs to oblig: ations: 
Costs financed from obligations of other years, net 
(—) ie, SS ee * —5, 485, 000 —1, 349, 000 
Obligations incurred for costs of other years, te 2, 606, 416 pith eisuine Riosinia limaaaca aise 
Total program (obligations) (object class 16)-_-_---- 281, 651, 031 246, 000, 000 202, 000, 000 
Financing: 
Unobligated balance brought forward (authorization to 
expend from public debt receipts) ..--- .--|—397, 459, 316 |—337, 462,128 | —297, 462, 128 
Recovery of prior year obligations...-.....-..-....-.--.--- | MWg MO Enccicacsackennd ti aeaucacedeoe 
Unobligated balance carried forw: rd (authorization to | 
expend from public debt receipts) .......--- -----| 337,462,128 | 297, 462, 128 272, 462, 128 
Unobligated balance no longer av: tS eee eas ae) ee ee 


Authorization to expend from —* debt receipts (new 
obligational authority) -......---- see Scmanowen) al, Soe OoD 206, 000, 000 177, 000, 000 








ICES 
-NIS- 


OME 


AM) 


(OP- 


OAN 


TICS 


CER, 





‘imate 


249, 000 
100, O00 
00, 000 
700, 000 


340, 000 


349, O00 


, OOD 


100, 000 
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Revenue, expense, and retained earnings 


—_— 


For the fiscal year: 
Lending operations: 
Income: 
Interest on loans 
Other income 


Total income 
Expense: 
Interest on borrowings 
Losses and writeoffs 
Other expense ; 
Increase or decrease (—) in allowance for losses: 
RNR eo ape oa te Serr as 
Interest and other 
Adjustment of prior year expense 


NNO sa ccna bad tesunsunsnecundesucsnnen 
Net income from lending operations ! 
Administrative expenses (provided by annual : 
tions) 


ippropria- i- 


Cumulative to end of fiscal year: 
Lending operations: Income: 
Net results of prior year operations !______- 

Net income for year ! : 


Total lending operations |. 


Administrative expenses (provided by annual appropria- 
tions): 
Prior year expense 
For the year__-- 


Total administrative expenses 


1 Does not take into consideration the interest 
Farmers Home Administration. 





1959 actual 


$34, 529, 242 


61, 253 


6, 888, 050 
, 755, 133 
10, 030 


1, 183, 995 
, 334, 137 


» tad 


17, 495, 292 


17, 095, 203 | 


, 026, 384 





, 638, 
31, 026, 


403 
384 


, 664, 787 


, 590, 495 | 


), 746, 523 | 


1960 estimate 


Pastis = - 


5, 952, 000 
45, 000 


ow 





6, 746, 523 
, 062, 510 
, 809, 033 


787 | 
750 


350, 664, 
30, 794, 


381, 459, 





537 | 
| 


1961 estimate 


$36, 545, 000 
40, 000 


36, 585, 000 


9, 185, 
11, 262 


000 
, 000 


9, 000 
, 510 


17, 340, 490 


19, 244, 510 


31, 537, 650 


183, 809, 033 
19, 244, 510 


203, 053, 543 


381, 459, 
31, 537, 


537 
650 


412, 997, 187 


costs incurred by Treasury on loan funds appropriated to 



































Financial condition 

1959 actual | 1960 estimate 1961 estimate 

aeeethaiiemiiiaiiiiy ——|- ‘ cee i 

Assets: 

a aR Ie ao Le a Nar oe le een 2 Oe $21, 532, 070 $15, 229,820 | $13, 938, 181 
Interest on loans and accounts receivable, net__.....-_.- ate 24, 127, 411 23, 987, 535 23, 533, 295 
cele WEE EL. tos doo dcakubhemanneesemunecawe 190, 720, 190, 720 | 190, 720 
RAL MU MONON so occ desc cnc acckdeexcanceeeuweb se 45,850,201 | 39, 408,075 | 37, 662, 196 
Loans receivable e ’ 829, 377, 285 861, 166, a 831, 128, 285 
Allowance for losses on loans receivable eee eae nae oe —83, 466, 633 | —83, 986, 17 —83, 627, 175 
Fixed property and equipment, net_._..........-.-.-.--.-- | 2, 511, 729 2, 511, 729 2, 511, 729 
Judgments and acquired security, net_.........- Saaion donate ae | i, 065, 475 . 295, 403 1, 529, 153 
Ca a es 795, 338,057 | 820,395,317 | 789, 204, 188 
Ries GI eee bce seaz nese saeacededc 3,021,257 | 3,266, 007, 3, 222, 907 
Government investment: z= yeaa 
BOMowines Woll TORSUlT 20. e.cncccesceccncsccccss Sapa | 292, 889, 155 300, 689, 155 | a 249, 439, 155 
DEIIMRIOEIB Soo ac wGadacs slaesauwecsdbessubawcsucdesaes | 496, 736, 346 527, 481. 096 559, 876, 207 
Assets taken over from prior agencies, net | 438, 214, 767 438, 214, 767 | 438, 214. 767 
Results from lending operations, net 166, 746, 523 183, 809, 033 | 203, 053, 543 
Administrative expenses (—)-.........-.-.-...-.---.-..... —350, 664, 787 | —381, 459, 537 | —412, 997, 187 
Depreciation on automotive equipment (—)--.--........-- —13, 411 | —13, 411 | —13, 411 
Deposit of general and special fund revenue (—)----...--. |—251, 591, 793 —251, 591, 793 —261, 591, 793 
Total Government investment.................-..-...-. 792, 316, 800 817, 129, 310 785, 981, 28 281 
Note.—Undisbursed loan commitments outstanding are as follows: June 30, 1958, $9,195,601; 1959, 


$11,027,338; 1960, $5,642,338; 1961, $4,153,338. 
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SALARIES AND EXPENSES 


Program and financing 


Program by activities: 
1. Administration of direct and insured loan programs 





(total program costs) !_........-- EE 
2. Relation of costs to obligations: Costs financed from | 
obligations of other years, met (—)-.-..-....-.--.----- | 
Total program (obligations)._........-....---.-----| 
Financing: 
1959 appropriation available in 1958_.-.................... 
Advanced from the ‘‘Farm tenant-mortgage insurance | 
a  e cinmieaeerehaa 
Unobligated balance no longer available............-.-.-. 
New obligational authority ---._..- heii oil mclachlan eis | 

New obligational authority: 
RO a nickinn de adda dapeadoucesetseussasegveen =. 
Transferred from “Conservation reserve program,’’ Com- | 
modity Stabilization Service (73 Stat. 52)..-..........-.} 
| 
Anpronetatings (AUN) «ow ccccciccccdcncncccccnccen| 


} 
eens 
| 
} 
| 


1959 actual 





1960 estimate 





1961 estimate 











$32, 104,019 | $31,744,750 | $32, 532, 6% 
—68, 015 De ae 

~~ 32,036,004 | 31,744,750 | 32, 682, 69 
WMA vi isinsisarcsinsndradecrbianeal 
—975,000 | —1,000,000 | —1, 065,00 
OI bce tscac cae nininecch dal 

31, 189, 500 | 30,744,750 | 31, 467,68) 
29,089,500 | 30,744,750 | 31, 467,680 
Fy 200, 000 L cavunndédctawktacccaksaneeee 

31, 189, 500 | 30,744,750 | 31, 467, 68 




















1 Includes capital outlay as follows: 1959, $193,572; 1960, $70,000; 1961, $48,000. 


Object classification 





1959 actual 1960 estimate 1961 estimate 








Total number of permanent positions 


Full-time equivalent of all other positions_.................-- | 


Average number of all employees ---......-..-..--.----------- 
Number of employees at end of year 


Average GS grate and shlery. ~.. ois og gnc cecccsn sc nscnc 

Personal services: 
Permanent positions 
Positions other than permanent 
Other personal services--_-.......--- Sub wine aia caamee 


01 


REE WIERD DOT VIRIB sine s ch secs cedaceneccnin 
Travel 
Transportation of things 
C SepeIRTN OREN GOI W ROI oii ciiccenctesctanccosece lmaigittia 
SOONER ONE AEEETIR STWR in ct bccencwanncneancnamen 
Printing and reproduction 
Other Conteetal PET VICeS . . 5. a ncecc ence nen cence ccnnccns 

Services performed by other agencies..............-.-- 
PINON DUNE SINIOIN is cc dntniaienenanicaawawsauondess 
Equipment 
Grants, subsidies, and contributions-. 
Refunds, awards, and indemnities-_ __- 

Awards for employee suggestions 
15 Taxes and assessments 
1959 program obligated in 1958 







ENE COENEN, ek inet cates adherent iemaioearmininroaaoue 


108, and 111 through 136 inserted. 
(The pages referred to follow:) 

































4, 686 4, 696 4, 519 
425 439 75 
4, 991 4, 863 4,91 | 
9, 807 | 9, 930 9, 766 
6.2 $5,386 | 6.3 $5,470] 6.6 $5,581 
$24, 621,964 | $24, 469, 235 $24, 816, 684 
637, 476 666, 620 802, 916 
189, 243 279, 145 186, 900 
25, 448, 683 25, 415, 000 25, 806, 500 
2, 833, 376 2, 708, 000 2, 757, 
109, 638 92, 000 105, 00 
534, 876 555, 000 562, 000 
890, 736 875, 000 880, 900 
151, 189 140, 000 165, 000 
217, 313 254, 000 488, 000 
23, 277 22, 000 22, 000 
175, 296 65, 000 75, 000 
87, 581 25, 000 50, 000 
1, 578, 068 1, 570, 050 1, 594, 580 
ee cobemiunnaaehciata eee 200 ry 
20, 355 17, 500 20, 000 
7, 363 6, 000 6, 500 
EL TET Nooccarpeneniennel cians 
31, 744, 750 


JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirten. Gentlemen, the committee will come to order. 
We are glad to have with us Mr. Scott and Mr. Hansen and ther 
associates in connection with the Farmers Home Administration. 


At this point in the record we would like to have pages 106 through 















































-1, 065, 000 














31, 467, 650 











. estimate 


4, 519 


4,901 | 
9. 765 


| $5, 581 










24, 816, 684 
802, 916 
186, 900 
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PuRpPosE STATEMENT 


The Farmers Home Administration, established on November 1, 1946, pur- 
suant to the Farmers Home Administration Act of 1946, approved August 14, 
1946, conducts the following activities: 

1. Makes direct and insured farm ownership loans to farm tenants, farm 
laborers, sharecroppers and other individuals, including farmowners, for the 
purchase, enlargement, or development of family-type or the development of 
less than family-type farms. Loans are also made for the refinancing of existing 
indebtedness. Direct loans at not to exceed 5 percent interest amortized over 
40 years, are made in amounts up to the normal value of a farm as improved 
based on long-term earning capacity values. Loans for the same purposes 
advanced by private lenders to eligible applicants are insured in amounts up to 
90 percent of the normal value of the farm and necessary improvements for 
periods up to 40 years at not more than 4 percent interest, plus one-half of 1 
percent as an insurance premium and one-half of 1 percent toward administrative 
expenses. The Administration services the insured loans, and remits payments 
to the lenders. 

2. Makes farm operating (production and subsistence) loans to farmers and 
stockmen for farm operating expenses and for other farm needs, including the 
refinancing of indebtedness, and family subsistence. Loans are made up to 
$10,000 for 1 to 7 years at 5 percent interest with a limit of $20,000 on the total 
indebtedness and 10 years during which loans may be made to any farmer. 

3. Makes direct and insured soil and water conservation loans for the effective 
development and utilization of water supplies and for the improvement of farm- 
land by soil and water conserving facilities and practices. Direct loans are made 
to farmers and associations for periods up to 20 years for individuals and 40 
years for associations. Loans advanced by private lenders for the same periods 
of time and for the same purposes are insured. Interest rates on direct and 
insured loans to individuals and insured loans to associations are administratively 
set at 5 percent. The direct loan rate to associations is administratively set at 
44% percent. On insured loans one-half of 1 percent charge as an insurance 
premium and one-half of 1 percent charge as an administrative expense charge is 
retained by the Government. 

4. Makes farm housing loans to farmowners for the construction, improve- 
ment, alteration, repair, or replacement of dwellings and other farm buildings for 
periods up to 33 years at 4 percent interest. 

5. Makes emergency loans to farmers and stockmen in designated areas where 
a disaster has caused a need for agricultural credit not readily available from 
commercial banks, cooperative lending agencies, the Farmers Home Administra- 
tion’s regular loan programs, or other responsible sources. Production emergency 
and economic emergency loans are made at 3 percent interest for periods con- 
sistent with the ability of the borrower to repay, usually for 1 year. Speeial 
loans to established livestock producers are made at 5 percent interest for periods 
not exceeding 3 years. Since July 14, 1957, these loans may be made only to 
producers already indebted for this type of loan. 

6. Makes watershed loans on watershed projects to local organizations for 
installing, repairing, or improving works of improvement and water storage 
facilities, purchasing sites or right-of-way and for related costs. Loans are made 
for periods up to 50 years at an interest rate based on specified outstandin 
obligations of the Treasury. Total loans outstanding on any one span 
project may not exceed $5 million. Funds for these loans are appropriated 
under ‘“‘Watershed protection, Soil Conservation Service.” 

Technical guidance in planning and carrying out sound farm operations is 
provided borrowers on the basis of their individual problems and needs. No 
loan is made to anyone who can secure adequate credit from other sources at 
reasonable rates. A local county committee of three (two of whom must be 
farmers) is required to approve each applicant and each loan. In the case of 
real estate loans, this committee also certifies to the value of the farm. 

On July 1, 1959, the Administration was servicing the accounts of about 
205,400 individual borrowers with outstanding indebtedness of $1,168,860,000 
principal and interest. 

The Farmers Home Administration maintains its central office in Washington 
with program activities decentralized to 43 State offices (a few of which service 
2 or more States), about 1,430 county offices serving all agricultural counties, 
and a finance office in St. Louis, Mo. The Farmers Home Administration on 
November 30, 1959, had 4,790 full-time employees, 192 of whom were in Wash- 
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ington, and the balance in the field, and 8,282 State and county committeemen 
who are part-time employees paid an average of 8 to 10 days a year. 


| 

| Estimated 

| available, 
1960 


estimate, 


| 
| Budget 
| 

1961 


| 
Borrowing authorizations: 


Farm ownership. ................ _| $24, 000, 006 


ace eesweeees i cetwmabyaee awe ) | $20, 000, 000 
Farm operating (production and subsistence)___._.........--.--.-------- Se | 
) 
| 


154, 000, 000 
3, 000, 000 


f 177, 000, 000 
31, 467, 68) 


Soil and water conservation 2, 000, 00 


1 206, 000, 000 | 


Total loans 
30, 744, 750 | 


Appropriated funds: salaries and expenses ___.._----- 


1 In addition, obligations for farm housing loans are estimated at $60,000,000 in the fiscal year 1960 and 
$25,000,000 in the fiscal year 1961 from the authorization of $450,000,000 provided in Public Law 1020, ap 
proved August 7, 1956, for the period 1957-61. A contingency fund of $20,000,000 is also available in the 
fiscal year 1960, for farm ownership and farm operating loans, of which not to exceed $5,000,000 may be 


used for farm ownership loans, 


LOAN AUTHORIZATIONS 


Appropriation act, 1960 and base for 
Budget estimate, 1961___- a 


Decrease - oe aes 


SUMMARY OF INCREASES AND DECREASES, 1961 


Decrease in borrowing 


Decrease in borrowing 
Increase in borrowing 


Net decrease, all loans 


1 In addition, contingency fund of $20,000,000 is available in 1960 for farm ownership and farm operating 


ROR. ois « 


authorization for farm ownership loans__-_ 


authorization for farm operating loans_ _- 
authorization for soil and water conserva- 


NR ae ee abn chat iiwsdvakenuneseoaed +1, 000, 000 


loans, of which not to exceed $5,000,000 may be used for farm ownership loans. 


Project statement (on available funds basis) 








Project 1959 1960 (esti- Increase or 1961 (esti- 
mated) decrease mated) 
Loan authorizations: 
1, Farm ownership loans..-_-.....-.-------| $28,999,938 | $24,000,000 | —$4, 000, 000 $20, 000, 000 
2. Farm operating loans............-------- | 186, 999, 940 180, 000, 000 | —26, 000, 000 154, 000, 000 
3. Soil and water conservation loans__-_-.-- 4, 976, 687 2, 000, 000 +1, 000, 000 3, 000, 00 
4. Farm housing loans --.--....-..--------- 60, 674, 466 40,000,000 | —15, 000, C00 25, 000, 000 
Total obligations !._.............- spianaaries 281, 651, 031 246, 000,000 | —44, 000, 000 202, 000, 000 
Unobligated balance carried forward __..._._- 337, 462,128 | 297, 462,128 | —25, 000, 000 72, 462, 128 | 
Unobligated balance no longer available____-___- | Rea Sae ele eed oe es 
Unobligated balance brought forward. --------- —397, 459, 316 | —337, 462, 12: +40, 000,000 | —297, 462, 128 
Recovery of prior-year obligations__----_-- eee 77, 808 Nannsscscs- oe el spies ms Alemania oe ee 
Total authorization or estimate -_......-. 2 221, 500, 000 | 3 206, 000, 000 








1 Represents loans approved. 
$251,485,000, and $203,349,000, respectively. 


3 Includes use of $5,000,000 contingency for farm ownership loans and $7,000,000 for farm operating loans. 
* In addition, contingency funds of $20,000,000 are available in 1960 for farm ownership and farm operating 
loans, of which not to exceed $5,000,000 may be used for farm ownership loans. 


1 $206, 000, 000 
77, 000, 000 


ses — 29, 000, 000 


— 4, 000, 000 
— 26, 000, 000 





— 29, 000, 000 | 































Applied costs (loan advances) for 1959, 1960, and 1961 are $279,044,615, 
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Appropriation Act, 1960... . ... . ... -- .<06<-nesssesenssee< sai $30, 744, 750 
_ Transferred from “Farm tenant-mortgage insurance fund”’_..__..---- 1, 000, 000 
aos Dr OS ere cct a pueda anersnaneesteanaes seen 31, 744, 750 
1961 ; ; a 
ee Budget estimate, 1961: 
I No.5 in ood ie tee i eh Oe mw eC ent 31, 467, 650 
0, 000, 000 Transfer from ‘‘Farm tenant-mortgage insurance fund’”’______- 1, 065, 000 
4, 000, 000 ees TS 
3, 000, 000 ne ee Fe alin aoe ones 32, 532, 650 
7, 000, 000 ee 
1, 467, 650 A eons Pen le atts wc aeew es one ahem eea ota eh wilt +787, 900 
1960 and INCREASES AND DECREASES FOR 1961 
1020, ap z 2 
dle in the Increase to provide more adequate geographical coverage and loan 
) may be ervicine By the county OMewil i. obs ok hee ce cnue +505, 400 
Increase in transfer from the farm tenant-mortgage insurance 
iets SO ic a MUN Oes ea we re ho a os +65, 000 
00. 000 Decrease due to providing a direct appropriation to General Services 
00" 000 Administration for certain leasing costs previously paid from this 
shi WpTORNINON .. .- ... Wn se eee encb cee sienna scan bnl eels —9, 100 
100, 000 For employee health benefit costs pursuant to Public Law 86-382.... +226, 600 
pa Project statement 
2 5 = : a 
00, 000 Increase or decrease 
00, 000 a 
1960 Health 1961 
)00, 000 Project 1959 (estimated) benefit (estimated) 
tae oa Other 
(Public 
00, 000 Law 86- 
operating 382) 
Administration of direct and insured loan 
DNS Fo dc cunveudessatncerusingek den 2,077,751 |$31, 744, 750 | +$226, 600 | +$561, 300 |$32, 532, 650 
Unobligated balance_._.....----- eta ret SETI 1. o.cnikcavocaneiodoucieuutantsbasingabeels oakesenanns 
Total employee health benefit costs 
361 (esti- (Public Law 86-382)........-..---------- (- -) (- -)| (4+284,600)}  (+6,000)| (+240, 6@0) 
mated) nce 
Total available or estimate___......--. 232,164,500 | 31,744,750 | +226,600 | +561,300 | 32, 532, 650 
Transfer from ‘‘Farm tenant-mortgage 
PE TN so, snc ctccnicnadsawtde —975,000 |—1, 000,000 |..........-- —65,000 |—1, 065, 000 
520, 000, Ot pepe tence et " : 
154, 000, 000 Subtotal___..-- ceupuame a hepa oak 31, 189, 500 | 30, 744, 750 | +226, 600 | +496, 300 | 31, 467, 650 
3, 000, 000 Transfer from ‘‘Conservation reserve pro- 
25, 000, 00 gram, Commodity Stabilization Service’’_|—2, 100, 000 
202, 000, 060 Total appropriation...............-- 20, 089, 500 
272, 462, 128 | 
297, 462, 128 ' Represents obligations. Applied. casts for 1059 are $32,104,019. The difference of $26,268 reftects, pri- 
= igs oa Marily, the axeess of equipment ‘costs in '1959-over orders phaced’in that year. 
? Includes $41,747 obligated in 1958 under the advance procurement authorization (Public Law 85-386). 
177, 000, 00 
279,044,615, 
ng loans. 


1 operating 
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INCREASES 


(1) The increase of $561,300 consists of the following: 

(a) An increase of $505,400 to provide more adequate geographical coverage and 
loan servicing by the county offices organization.—During recent years the Farmers 
Home Administration has been able to maintain sufficient county offices through- 
out the country only through the utilization of funds from the Disaster Loan 
Revolving Fund in connection with making and servicing emergency and special 
livestock loans. While generally it would be more desirable to handle the added 
work created by the emergency and special livestock loan activity by temporary 
employees, this activity has been so great in some recent years that funds from 
the Disaster Loan Revolving Fund have been utilized to maintain a fairly large 
number of county offices with permanent employees. 

The workload attributable to emergency and special livestock loan activity 
dropped off very substantially in fiscal year 1959 and the workload estimated for 
1960 represents a further reduction. As a result, the allotment of funds from this 
source has been reduced and it has been necessary in the late months of 1959 and 
the early months of 1960 to make substantial reductions in the number of perma- 
nent employees by reduction-in-force, and otherwise. As a part of these actions, 
the total number of county unit offices throughout the country has been reduced 
to the lowest point in the history of the agency. As of August 31, 1959, the 
Farmers Home Administration was maintaining 1,430 county unit offices, or about 
100 less than a year earlier. The number of assistant county supervisor positions 
was first reduced to a minimum before reducing the number of offices. 

Experience has shown, however, that failure to provide adequate geographical 
eoverage in a given area results in denying the services of the Farmers Home 
Administration to many deserving and eligible farmers. The necessity of travel- 
ing large distances in order to contact the nearest county unit office tends to 
make the services of the agency unavailable to many farmers. The Farmers 
Home Administration in the past has attempted to minimize this difficulty through 
suboffices and part-time offices where regular office hours are maintained on a 
fixed schedule. This makes it possible for farmers to transact business locally 
if they are able to visit the office on the office day established. Even in these 
cases, however, extreme inconveniences are caused by lack of adequate seographi- 
eal coverage. This is amply illustrated by the frequent need of borrowers to 
contact the local county supervisor at odd times in order to secure his counter- 
signature on checks drawn on the joint supervised bank account for emergency 
expenses. Usually this difficulty is experienced in planting and harvesting 
seasons when machinery breaks down and emergency repairs are essential. If 
funds in the joint bank account are required in an emergency, the borrower has 
no alternative but to locate the county supervisor and secure his countersignature 
on the check. 

Based on the anticipated workload in 1961, it is estimated that an increase of 
$505,400 will reasonably assure that there will be no need to further reduce geo- 
graphical coverage for county offices in 1961. In fact it is hoped that some im- 
provement in the geographical coverage can be achieved in those areas where 
experience proves that changes in the county office organization are necessary. 

In addition to difficulties caused by the rapid change in the emergency and 
special livestock loan activity, the Farmers Home Administration is confronted 
with the added costs involved in reclassifying about 1,450 county office clerk 
positions from grade GS-3 to grade GS-4. 

For several years the Civil Service Commission, through its field inspection 
program, has questioned the grade level of county office clerk positions which 
have been uniformly classified in grade GS-3 for a number of years. By 1957, 
grade GS-4 certification action was taken on audited positions by one of the 
Commission’s regional offices, under sections 502 and 503 of the Classification 
Act of 1949, as amended. This mandatory action had nationwide implications 
throughout the FHA county office organization and the Department requested 
suspension of the certificates until the problem could be resolved through negoti- 
ation with the central office of the Commission. The Commission agreed to 
suspend corrective action temporarily with the understanding that a specifically 
applicable standard would be developed to govern the classification of these 
positions in all county offices. After extended negotiations between the Com- 
mission and the Department, final determination was made by the Commission 
in August 1959 that the appropriate basic grade level for county office elerk 
positions under the standard was GS-4. Grade changes to comply with this 
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determination on positions to which the standard applies are required to be made 
on or about July 1, 1960. 

As previously indicated, it has been necessary for the Farmers Home Adminis- 
tration to make a large reduction in staff at all levels of operation because of 
reduced emergency and special livestock loan activity and because of a reduction 
in the appropriation for 1960 below the budget estimate. Reduction-in-force 
actions were issued to over 200 employees. Actual full-time employment be- 
tween July 1, 1958, and July 31, 1959, has been reduced by 379, or about 7 percent. 
An additional reduction of approximately 200 employees was made by October 15, 
1959. Because of this large cut, it is not feasible to make further reductions in 
personnel to provide the funds required to reclassify the county office clerk posi- 
tions during 1960. The cost of converting most of the approximately 1,450 
positions from grade GS-3 to grade GS-4 in 1961 will be about $140,000. 

(b) An increase of $65,000 by transfer of funds from the Farm Tenant Mortgage 
Insurance Administrative Fund.—In 1960, $1 million is available for transfer 
to the appropriation for “Salaries and expenses” from the Farm Tenant-Mortgage 
Insurance Administrative Fund. Estimates of receipts in 1960 from insurance 
charges and appraisal fees indicate that about $1,065,000 will be available for 
administrative expenses in 1961. It is proposed to transfer this amount to service 
the loans outstanding in that year and to make new insured loans. The appropri- 
ation language provides for the possible transfer of $1,100,000 in case additional 
activity beyond that estimated materializes and additional funds are available 
for transfer. 

(c) A decrease of $9,100 due to providing a direct appropriation to General Services 
Administration for certain leasing costs previously paid from this appropriation.— 
This decrease of $9,100 represents the cost of leasing functions which will be 
assumed by the General Services Administration in 1961, 

(2) An inerease of $226,600 is required to meet employee health benefit costs 
under Public Law 86-382, applicable to the base for 1961. A full explanation of 
the health benefit cost estimates appears in the ‘‘Preface”’ at the beginning of 
the explanatory notes. 

CHANGE IN LANGUAGE 


The estimates include a proposed change in the language of this item as follows 

(New language in italie; deleted matter enclosed in brackets): 
“For making, servicing, and collecting loans and insured mortgages * * * 
together with a transfer of not to exceed [$1,000,000] $1,100,000 of the fees and 
administrative expense charges made available by subsections (d) and (e) of 
section 12 of the Bankhead-Jones Farm Tenant Act, as amended (7 U.S.C. 
1005(b)), and section 10(c) of the Act of August 28, 1937, as amended.” 

The change in language is required to increase the amount authorized to be 
transferred to this appropriation from the Farm Tenant-Mortgage Insurance 
Administrative Fund from $1 million to $1,100,000, as explained in the justifi- 
cations above under item (1) (0). 


STATUS OF PROGRAM 


Direct and insured farm ownership loans 


A total of $29 million was authorized in 1959 for direct farm ownership loans. 
Of the total amount authorized, $2,500,000 was allocated exclusively for loans 
on reclamation projects and to entrymen on unpatented public lands. The re- 
maining $26,500,000 was made available among the States and territories in 
accordance with the statutory formula for the distribution of funds based on farm 
population and prevalence of tenancy. 

Included in the total borrowing authorization was a contingency authorization 

of $5 million. This amount was contained in a total contingency borrowing 
authorization of $20 million for farm operating and farm ownership loans of which 
not to exceed $5 million could be used for farm ownership loans. 
_ The appropriation act for 1960 provides for borrowing $24 million from the 
Secretary of the Treasury for direct farm ownership loans. In addition, the act 
further provides a contingency borrowing authorization of $20 million of which 
not to exceed $5 million may be used for direct farm ownership loans. Not more 
than $2,500,000 of the total available is authorized to be distributed to States 
and territories without regard to farm population and prevalence of tenancy for 
loans on reclamation projects and to entrymen on unpatented public land, 
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The marked increase in interest rates generally made it extremely difficult to 
secure the participation of private lenders in the insured loan programs during 
1959. At the beginning of the year the interest return to the lender was 314 per- 
cent. In December 1958, in order to increase the participation of private lenders, 
the interest return was raised to 4 percent. Including the insurance charge 
retained by the Government, the interest charge to the borrower was thus raised 
from 4% to 5 percent. Considering the interest rate difficulty, the amount of 
$35,733,594 in insured loans approved in 1959 is considered to be a high volume, 
Assuming that interest returns on competing types of investment will continue 
to be equally attractive to investors in 1960, the estimated volume of farm owner- 
ship insured loans is expected to be $12 million, or about 66 percent less than 
in 1959. 

The interest rate on direct farm ownership loans was raised from 41% to 5 per- 
cent for all loans approved on and after September 1, 1959. This change to the 
statutory maximum rate brings the direct loan rate in line with the 5-percent 
charge for insured loans and somewhat more in line with the rate being paid for 
farm mortgage credit from other lending sources. 

1. Use of loan funds.—The provision included under Public Law 878, approved 
August 1, 1956, which authorized the making of loans primarily for refinancing 
has been used less extensively than originally anticipated, although the authority 
has been most helpful in assisting owners to retain theirfarms. About $13,849,000 
in initial and subsequent loans during 1958 and $15,176,000 in 1959 was loaned 
for this purpose. This is about 28 percent and 23 percent, respectively, of the 
total dollar volume of direct and insured loans in these years. The authority 
expired on June 30, 1959. However, the Congress subsequently extended this 
authority to June 30, 1961. It is expected that loans primarily for refinancing 
in 1960 will represent a smaller percentage of the total volume than in 1959. 

There was no significant difference in 1959 over 1958 in the comparative use 
of funds for initial family-type and less than family-type loans. 

The following tabulation shows the number and amount of initial loans on 
family-type farms and less than family-type farms made during 1958, 1959, and 
estimated for 1960: 


INITIAL LOANS ON FAMILY-TYPE FARMS 





| 











| | | 
| Direct | Insured Total 
Fiscal year sei - code ea - 

Number | Amount | Number | Amount Number Amount 
Cf a | | — | ——— a - —— 
a 1, 215 $18, 828, 100 | 1, 374 $20, 729, 364 2, 589 $39, 557, 464 
1959___. LOSER ES EA PERE 1, 298 22, 845, 265 | 1,744 29, 282, 520 3, 042 52, 127, 7! 
1960 (estimated)_.......-.---- 1,005 17, 950, 000 | 485 8, 000, 000 1, 490 25, 950, 000 


| 


| 





INITIAL LOANS ON LESS THAN FAMILY-TYPE FARMS 








SESE Pat sepa ee eee bee 287 $2, 629, 148 | 479 $4, 186, 727 766 $6, 815, 875 
Dn ech ee oe 355 3, 578, 195 | 561 5, 330, 715 916 8, 908,910 | 
1960, (estimated) ......-.--.---- 325 3, 250, 000 | 320 3, 000, 000 645 6, 250, 000 


iia aun i lp en ispinanniccerialp teat 
TOTAL FAMILY-TYPE AND LESS THAN FAMILY-TYPE FARMS 
a I ee 














NS i sihn tine iia ines niebairtiniaan 1,502 | $21, 457, 248 1,853 | $24, 916, 091 3, 355 $46, 373, 339 
BaDseNeT... 365. no suse 349 2, 358, 049 137 921, 731 486 3, 279, 780 
WE pasenssenriacondeue i, 851. 23, 815, 297 1, 990 25, 837, 822 3, 84 49, 653, 119 












cinemas 1, 653 26, 423, 460 2, 305 34, 613, 235 3, 958 61, 036, 695 
SanseaweMit....- 2661-52 sc cs 351 2, 576, 478 143 1, 120, 359 494 3, 696, 837 





— 


















































PMNS SS So 2, 004 28, 999, 938 2 448 35, 733, 59 4, 452 64, 733, 582 

1960 (estimated) Pp Oe aoe 4) 3 0- ee “ye pot Ge | 
RD I a 1, 330 21, 200, 000 805 11, 000, 000 2, 135 32, 200, 000 
BOAANINNG Wooo cn dowcsews 385 2, 800, 000 130 1, 000, 000 515 3, 800, 000 
TOE cciencsuccnaecians Ly 715° 24, 000, 000 935 4 12, 000, 000 2, 650 36, 000, 000 
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Applications.—A total of 21,961 applications for new farm ownership loans 
were received in 1959. At the end of the year, 9,249 applications were on hand. 
About 62 percent of the applications on hand were from individuals who appeared 
to qualify only for direct loans because of a 90 percent limitation on insured loans. 
During 1960 the same policy will be followed with respect to veterans’ preference 
asin 1959. Veterans will continue to receive preference as set forth in the statute, 
but State offices will not be required to hold up loan making entirely at times 
during the year anticipating veteran applications and the development of veteran 
loan dockets. 


3. Loans 

A. Direct loans: Since inception of the program in 1938 to June 30, 
approximately 71,140 loans for more than $554,404,935 have been made. This 
number and amount does not include noneash loans previously made in the 
liquidation of rural rehabilitation project properties which are also included as 
farm ownership loans on the loan accounts of the Administration. In the 1959 
fiscal year, initial loans were made to 1,653 families in the amount of $26,423,500, 
including 115 loans in the amount of $2,411,600 made to settlers on re ‘clamation 
projects. Subsequent loans to existing borrowers and loan cost items accounted 
for an additional $2,576,500. 

Direct initial loan activity under the distribution formula 
projects is shown on the following tables: 


1959, 


and for reclamation 


Initial loans under distribution formula 


! 1 
Initial veteran loans Percent lo: ans| 
Fiscal year | 


| 
| Total, 
= to veterans | 


all initial loans 














| | (number) | | 
Number | Amount | Number Amount 
na ai acta i | ~ — | | \— 
1947 7 oad 3,012 | $23, 549, 776 55 | 5,489 | $41, 682, 243 
1948 | 1,448 | 10, 524, 445 | 79 | 1, 829 | 13, 422, 448 
FTE Sa REE EE Rp 1, 460 10, 827, 510 78 | 1, 867 13, 739, 182 
1950. . C E 1, 685 13, 374, 443 99 | 1, 705 13, 534, 927 
Be ei ari Sek sate eens 1,734 | 15,661,003 | 97 1, 793 16, 160, 877 
1952 Ds capt, Ung reais cae 1,344 | 13, 853, 283 | 98 | 1, 369 14, 045, 461 
ee on eee ee 1,251 | 13,668,515 | 98 | 1, 275 | 13, 865, 989 
1954 ete 1,274 | 13, 886,375 | 98 | 1, 305 | 14, 154, 715 
Nii eA ; ,281 | 14, 458, 706 | 98 1,301 | 14, 624, 996 
1956. . : -| 1,121 | 14, 498, 320 | 95 1,186 | 15, 241, 630 
Rast sca eas | 1, 683 23, 802, 452 | 57 2, 937 | 39, 165, 879 
tans ee a a sl 1, 043 15, 110, 025 | 76 | 1,374 | 19, 025, 608 
1959 1,180 | 19, 219, 010 | 77 | 1,538 | 24, 011, 890 
| | 
Initial loans on reclamation projects 
Initial veteran loans Percent loans Total, all initial loans 
Fiscal year a eh ai to veterans | _ baad Seat 
(number) 
Number | Amount Number | Amount 
ee fe 4 cos oth oe ee ot jd 
1951 2 150 | $1, 692, 142 67 223 | $2,556, 722 
Werte Se do 104 1, 367, 884 | 64 | 163 2, 117, 654 
RS nae” 102 1, 562, 084 | 71 | 144 2) 167, 504 
1954. pas RSS 150 | 2, 344, 645 76 | 197 | 3, 060, 375 
1955 E id 116 1, 882, 821 76 153 | 2, 422, 176 
"  aomeeeeaae Sf 1, 442, 430 86 | 100 1, 650, 445 
Res sees ste ee Cl 147 2, 520, 705 80 | 183 | 3, 093, 415 
1958... ah 107 | 2, 043, 970 84 128 | 2, 431, 640 
Bs ee pela ea 94 | 1, 965, 400 82 | 115 | 2, 411, 570 
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B. Insured loans: During 1959, insured loan activity totaled $35,733,594, not 
including $1,381,764 used to refinance existing insured indebtedness when a 
subsequent loan was being made. Insured farm ownership loans in 1960 are 
estimated to total no more than $12 million because of the interest rate outlook 
discussed previously. 

Insured initial loan activity since 1948 through 1959 is shown in the following 
table: 





| 





Initial veteran loans |Percent loans| Total, all initial loans 

Fiscal year : | toveterans | _ sciicoasienpmanitiee lke 
(number) 

| Number Amount | Number Amount 
I a i es 58 | $357, 550 | 17 | 338 $2, 412, 837 
RMN ace eae nh : 316 2, 020, 910 | 28 | 1, 149 7, 987, 2 
. See | 695 4, 917, 886 32 2, 191 16, 579, 600 
| SS et ee 641 | 4, 871, 340 | 30 2, 150 17, 555, 650 
tt, Se sashacncetmeonacll 238 | 2,031, 770 20 | 1! 097 10, 380, 285 
RN ieed Cae ee ee a eS gw 280 | 2, 837, 292 27 1, 041 10, 505, 566 
NOI ited pte cies cocoa mar gltige ne otal 216 | 2, 469, 462 24 885 | 9, 648, 978 
RO niaaa ce Veaccces= se: Aasuanes 891 | 10, 001, 289 31 2,864 | 31, 326,28 
RNB a ag a 848 10, 328, 874 27 3, 097 36, 424, 445 
OE a ica oe gee 587 | 7, 607, 966 26 2, 240 | 28, 026, 219 
Me i eee eee Bi Sy Fa 371 5, 261, 261 20 1, 853 24, 916, 091 
SSE OR Ae PY 588 9, 187, 925 26 2, 305 | 34, 613, 235 


See tables I, I, III, and IV for loan distribution by States. 


Total direct and insured initial and subsequent farm ownership loans 











Fiscal year | Direct loans | Insured loans} Total loans 
er a Rhe tenes ...--.| $14,053, 888 $2, 412, 837 $16, 466, 725 
es | | 7, 937, 240 22, 602, 769 














ea ee Pe ae putes | 14,790, 348 , 586, 860 31, 377, 208 
a oe eS paced watineamoknans .--| 21,721,296 | 17, 596,050 39, 317, 346 
a te 3 nd Peete cue ubeataeeiee eee ate akan | 18,830,327 | 10, 493, 008 | 29, 323, 335 | 
RR realidad bids Racha Cptastinnkaenwcameadl Re Sree 10, 681, 721 20, 553, 174 
re ee caenaee | 19, 206, 484 | 9, 751, 541 29, 048, 025 
RNS ope ae eee ee el in ata tes coo 18, 879, 019 31, 584, 829 | 50, 463, 848 
a a ee nae ou tee 18, 848, 747 37, 736, 174 | 56, 584, 920 
GS Sa ee ae pa ae Cerna ioe Secniwee dl ib, mee eee 263 | 74, 370, 849 
Nees 5 EIS Ser SN kee cea 23, 815, 297 25 49, 653, 119 
Fee ssceimete pe ree es Seccsmeesen eee esta -| 28, 999, 938 | 64, 733, 532 





4. Loan repayments.—A. Direct loans: From the inception of the farm owner- 
ship program in 1938 through March 31, 1959, a total of 77,699 families had been 
advanced $578,622,212 for the purchase, enlargement, and development of farms 
including the refinancing of existing indebtedness (these amounts include noneash 
loans previously made in the liquidation of rural rehabilitation projeet properties 
which are also included as farm ownership loans on the loan accounts of the 
Administration, and other noncash loans resulting from the sale to approved 
applicants of properties received through liquidation of other loans). Principal 

ayments of $327,360,072 and interest payments of $108,926,020 had been made. 
. addition, principal writeoffs totaled $2,519,537 and judgments were $519,677. 
A total of 46,824 of the 77,699 families who had received loans had paid their 





loans in full as of March 31, 1959. Of this number 28,296, or about 60 percent, | 


continued to operate the farms acquired or improved through this program. The 
remaining 18,528 fully satisfied their accounts but no longer operated the farms. 
As of March 31, 1959, cumulative scheduled installments of $93,990,397 were 


due from 30,875 individuals with outstanding loan balances, but regular principal | 


and interest payments made on these installments were $98,399,778, which was 
5 percent, or $4,409,381 more than required on a schedule amortization basis 
An additional $9,214,506 in refunds and extra payments not applied to scheduled 
installments were credited to these borrowers’ accounts. On the same date, 
16,309 borrowers were $9,283,573 ahead of schedule, an average of $569 each; 
9,298 were on schedule; and 5,268 were behind schedule $4,874,192, an average 
of $925. 
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See table V for distribution by States. 

B. Insured loans: As of March 31, 1959, $219,334,808 had been advanced under 
the insured mortgage program to 20,149 farm families for the purchase, enlarge- 
ment, and development of farms including the refinancing of existing indebted- 
ness. Payments by insured loan borrowers totaled $74,728,006 as of the same 
date. Of this amount, $44,073,961 represented principal payments, $22,929,101 
payments on interest, and $7,724,944 payments to the mortgage insurance fund 
As of March 31, 1959, 3,274 borrowers had paid their loans in full. Of those with 
unpaid balances, 8,607 were ahead of schedule, 6,371 were on schedule, and 1,897 
were behind schedule 

See table VI for distribution by States. 

5. Progress of borrowers.—Records from 1,613 borrowers with accounts out- 
standing in 1959 who received loans in 1953 showed gross cash income increasing 
since the year before acceptance from $5,441 to $9,619. Net worth of these 
borrowers increased from $9,670 to $13,237, and value of livestock and equipment 
increased from $6,209 to $8,350. 
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Farm. housing loans 


Title V of the Housing Act of 1949 was amended during the 84th Congress, 
2d session, to extend the authority for making farm housing loans and grants fer 
the 5-year period 1957 through 1961. A total of $450 million was authorized to 
be borrowed from the Treasury for loans for this 5-year period. During the fiscal 
year 1959, $60,674,466 was obligated for farm housing loans. 

It is estimated that a total of $40 million will be borrowed from the Treasury 
for use in 1960. 

1. Applications and loans.—During the fiscal year 1959, a total of 16,569 appli- 
cations for new loans were received. Applications on hand on June 30, 1959, 
totaled 5,471. It is expected that applications received in 1960 will be less than 
those received in 1959. 

As an antirecession measure, in March 1958, the eligibility requirements for 
farm housing loans were relaxed to remove the previous restriction that the farm 
must be of “such size and productive capacity that it will produce agricultural 
commodities in sufficient quantities that the proceeds from their sale will be a 
substantial portion of the operator’s total cash income.”’ The definition of a farm 
was changed to ‘‘one or more tracts of land owned by the applicant and operated 
as an individual farm which is in agricultural production and annually will produce 
agricultural commodities for sale and home use which have a gross value of not 
less than $400 based on 1944 prices.’”?’ This change in the definition of a farm and 
thus in eligibility requirements created a substantially greater demand for loans 
than experienced before. 

As of July 15, 1959, the regulations were again changed to return to the defini- 
tion of a farm in effect prior to March 1958. The effect of this latest chamge is to 
confine loans to owner-operators who are bona fide farmers. Included in the 
revised regulations is the provision that the applicant’s farm ‘‘is recognized in the 
community as a farm rather than a rural residence.”’ 

The following are numbers and amounts of loans made under authority of 
section 502 of title V of the Housing Act of 1949 for the fiscal year 1959, and the 
estimate for the 1960 fiscal year. 


Farm housing loans 





Fiscal year Number j Average size 
| loan 


1959: 


Initial __ _- Depuaaug wad iat —_ 7, 6S $58, 794, 155 
Subsequent-_-.--- Bee aie atte Mae ee aie oe ree 1, 880, 311 


_ 6, 674, 466 = 


1960 (estimated): 
Initial : 3 37, 400, 000 
oe : aaa 2, 600, 000 











5,670. 40, 000, 000 |... 


2. Use of loan funds.—A total of 4,723 new dwellings at an estimated cost of 
$44,174,157 were planned by the 7,693 borrowers receiving initial loans. There 
were 1,884 dwellings to pe repaired and 3,540 other farm puildings were planned 
to be constructed or repaired. 

About 72 percent of the funds were planned to be used for new farm dwellings. 
The average planned construction cost of new dwellings was $9,353, including 
loan funds and cash contributions ny borrowers, but not including any labor con- 
tribution by the borrower. While this is $539 larger than the 1958 average, it is 
a relatively low average dwelling cost and results from borrowers making extensive 
use of salvage and locally produced materials and utilizing a substantial amount 
of family labor to do the construction work. The increase in the average cost 
probably is due primarily to the change in the eligibility requirements in effect 
during 1959. This also accounts for the increased percentage of funds usedjfor 
new dwellings. 

See table I for distribution by States. 

3. Loan repayments.—Farm housing loans are made with an annual common 
maturity date of December 31. As of December 31, 1958, $180,389,899 had been 
advanced to 31,102 borrowers under the farm housing program. Principal pay- 
ments of $50,768,923 and interest payments of $22,631,523 had been made. In 








gress, 
ts for 
ed to 
fiscal 


asury 


appli- 
1959, 
than 


ts for 
farm 
ltural 
be a 
farm 
rated 
duce 
f not 
n and 
loans 


efini- 
is to 
n the 
n the 


ty of 
d the 


76 Size 
rh 


st of 
There 
nned 


ings. 
iding 
con- 
it is 
nsive 
ount 
cost 
fect 
djfor 


mon 
been 
pay- 


In 





437 


addition, contributions in the amount of $137,967 were applied to the accounts 
of 250 borrowers to assist them in developing adequate farms. Of this amount, 
$46,006 was credited to principal and $91,961 to interest. Principal writeoffs and 
judgments totaled $36,782. 

By December 31, 1958, 7,281 borrowers had paid their farm housing loans in 
full. As of the same date, cumulative annual installments in the amount of 
$36,032,364 were due from the 23,821 borrowers with outstanding loan balances. 
The regular principal and interest payments on these installments were $37,394,117. 
This represents cumulative regular payments to cumulative installments of 104 
percent. Extra payments and refunds of $2,417,911 were also applied to these 
porrowers accounts. On December 31, a total of 32 percent of the borrowers 
with outstanding loan balances were ahead of schedule, an average of $333 and 
10 percent were behind schedule, an average of $521. 

See table II for distribution by States. 
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Farm operating loans 

The annual appropriation act for 1960 authorizes borrowing $180 million from 
the Secretary of the Treasury for operating loans. In addition a contingency 
borrowing authorization of $20 million is provided for farm operating and farm 
ownership loans of which not to exceed $5 million can be used for farm ownership 
loans. 

These loans were formerly known as production and subsistence loans. Title 
II of the Bankhead-Jones Farm Tenant Act was amended by Public Law 878, 
approved August 1, 1956, and as a result thereof the name was changed to ‘‘oper- 
ating”’ loans. 

Production and subsistence loans—The numbers of loans made from No- 
vember 1, 1946 through 1956 are reflected in the following table: 











| { 
' 
Initial loans [expend] Total avail- 
Fiscal year ee eae ee jadjustr ment} Total, all able for 
| | loans loans operating 
Adjustment! Annual Total | | loans 

——— ——— ——EE | | —} _ 
Ne ee 17, 229 | 73, 635 | 90, 864 | 50, 891 141,755 | $61, 500, 000 
RN eatin EF ee | 29, 962 32, 648 62, 610 | 46, 215 108, 825 60, 000, 000 
NE ee en ee | 7,935 | 25, 621 63, 556 37, 049 100, 605 | 75, 000, 000 
eg | , 622 8, 772 49, 304 41, 773 91, 167 85, 000, 000 
a le { 34, 311 11, 633 45, 944 44, 230 90, 174 | 103, 000, 000 
ce ere | 3, 649 855 24, 504 34, 361 58, 865 | 110, 000, 000 
DR ge gn , 618 40% 24, 026 34, 413 58, 439 | 120, 000, 000 
eRe hy aoe | 26, 898 7, 237 34, 135 39, 031 73, 166 | 140, 000, 000 
MGR goes keksaaeeoaeae | , 279 1, 684 22, 963 41, 667 64, 680 | 122, 500, 000 
I cietaninl sialic hceiithtctbsteclac abated aleesias | , 090 4, 214 25, 304 47,174 72,478 | 137, 600, 000 

| 








See table I for distribution by States. 

2. Use of farm operating funds.—The major portion of the operating loan funds 
in 1959 was used to assist farmers in making basie adjustments in their farming 
operations. An analysis of all new and subsequent operating loans indicates that 
24.5 percent of the loan funds was used for the purchase of productive livestock, 
17.9 percent for the purchase of workstock, machinery, and equipment, 11.3 per- 
cent for the refinancing of existing debts secured by livestock and equipment, and 
39.9 percent for current farm operating expenses. The other 6.4 percent was used 
for pasture and other minor land development, fencing, family living expenses 
and other minor items of expense. There was a decrease of 21.5 percent (3.1 
percentage points) in 1959 over 1958 in the amount of funds used for refinancing 
existing indebtedness. 

The average size of loans continues to rise each year. This is due principally 
to the increased cost of farming, including the fact that much larger investments 
are needed in livestock and equipment than in earlier years. Initial operating 
loans to farmers operating under longtime farm and home plans averaged $5,483 
in 1959 compared to $4,911 in 1958 and $3,233 in 1955. Initial operating loans 
for annual operating expenses aver: aged $2,117 in 1959 compared to $1,976 in 
1958 and $1,177 in 1955. There has been an increase of over 50 percent in the size 
of subsequent loans since 1955. Subsequent operating loans to farmers operating 
under longtime farm and home plans averaged $1,969 in 1959 compared to $1,651 
in 1958 and $1,240 in 1955. 
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A total of $14,011,575 was loaned to individuals in excess of the normal $10,000 
principal indebtedness limitation, but within the permitted $20,000 principal 
indebtedness limitation. This compares to the total statutory authorization of 
$18,700,000 which might have been used for this purpose and which represents 
10 percent of the annual funds available for farm operating loans. This amount 
compares to $8,818,769 used for this purpose in 1958. 

The following table shows the number and amount of loans on family-type farms 
and on less than family-type farms in 1959 and estimated for 1960: 





| 
| Family-type farms Less than family-type Total 
farms 
| Number Amount Number Amount Number Amount 








1959 
Initial Joans. _ ~.-----.-.+--.-- 17,672 | $82, 241, 451 4, 646 $6, 631, 280 22, 318 $88, 872, 731 
Subsequent loans. -----.------ 49, 487 96, 560, 994 1,770 1, 566, 215 51, 257 98, 127, 209 
TUM cxasccewencecnens 67,159 | 178, 802, 445 6, 416 8, 197, 495 73, 575 186, 999, 940 








1960 (ESTIMATED) 





Initial Joans. . -.-.........-.<. 17, 475 81, 935, 000 4, 655 6, 750, 000 22, 130 88, 685, 000 
Subsequent loans. ----.------- 45, 310 89, 515, 000 2, 035 1,800,000 | 47,345 91, 315, 000 
POs oe iscs .cacesi= 62,785 | 171,450,000 | 6, 690 8, 550, 000 69, 475 180, 000, 000 

{ | 


3. 1960 program.—No major changes in the 1960 program are anticipated over 
1959. There was a need for very substantial utilization of funds for subsequent 
loans to indebted borrowers during the fiscal year 1958. Special attention was 
given to this problem in 1959 with a view to limiting the amount of total funds used 
for subsequent loan purposes, but actual subsequent loans exceeded 1958. How- 
ever, subsequent loans in 1960 are expected to be less than in 1959. 

4. Collections —A summary of the cumulative and current collection activity 
on operating loans is contained in items A and B below. 

A. The following is a résumé of the loan disbursements and repayments during 
the last 13 years. It indicates that the total repayments of $1,587, 100,156 exceed 
the total disbursements of $1,585,130,164 in the amount of $1,969,992. 














Fiscal year Loan dis- Principal Interest Total pay- 
bursements | repayments payments ments 

a a el et belt ask anki $89, 738, 190 | $119, 784, 295 $14, 299, 621 $134, 083, 916 
BR ee cl 25, cesiahsiagintiscmcatuiitvin aah ied aan 59, 912, 114 101, 453, 618 12, 769, 753 114, 223, 371 
Bis ers antnte cit .sipsadactanedkenwedondan iene 74, 957, 211 78, 279, 960 11, 282, 124 89, 562, OR4 
Rac} cis cok cnhneanconcudcaweeacontecaeuse 84,912,479 | 68,004, 734 9, 702, 196 77, 706, 930 
i a cd i silane canbe 102, 933, 890 83, 307, 468 10, 926, 796 94, 234, 264 
ee Si a al a oS ee 109, 958, 601 90, 566,068 | 11, 066, 894 101, 632, 962 
DE. cc cnkbvchsnentdbediinwedéotmeoucé begeimete 119, 929, 065 82, 244, 283 11, 222, 228 93, 466, 511 
UN ee oem oallanyate Sane eaid 139, 999, 150 89, 336, 288 11, 957, 498 101, 293, 786 
DE catia ot ti, oda cacmnnnnenaiaaaeeces xee 122, 499, 948 111, 865, 317 13, 634, 061 125, 499, 378 
ctl I EA ie nsienagaaunicnatae 137, 499, 999 121, 394, 172 14, 519, 472 135, 913, 644 
1 RSS ee RE EERE SS ES 179, 999, 994 135, 546, 643 14, 361, 024 149, 907, 667 
PRs ascé cost chishkncnccsateageadakeceranatie 175, 789, 583 160, 461, 684 16, 164, 707 176, 626, 391 
SUN i. she crrissttresdsssbs ea Lnind ote ee ae 186, 999, 940 175, 818, 446 17, 130, 806 192, 949, 252 

ES |... a. psacicsaeneb akan anon 1, 585, 130, 164 |1, 418, 062, 976 169, 037, 180 | 1, 587, 100, 156 


| 
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B. Cumulative loan advances and collections of comparable type operating 
loans made by the Farm Security Administration, the Emergency Crop and 
Feed Loan Division of the Farm Credit Administration and the Farmers Home 
Administration follow: 





repay- collec- 
Principal Interest Total ments to} tion to 
repayments | payments payments maturi- | advances, 
ties, percent 
percent 


| 
Principal| Total 
Loan 
advances | 


! 
Rural rehabilitation loans | | 

from June 1935 to Oct. 

31, 1946. ____. -|$1, 896, 434 |$890, 977, 065 |$125, 378, 154 |$ $1, 016, 355, 219 
Emergency crop ‘and feed | 

loans from 1918 to Oct. | 

i ae _.| 575,934,022 | 477,733,189 | 60, 821, 232 ‘th 
Farm oper: ating and pro- | | 

duction and subsistence | 

loans from Nov. 1, 1946 | 

to June 30, 1959__......_| 1, 554, 639, 821 {1,161,195,725 | 113, 702,699 | 1, 274, 898, 424 


See table III for distribution by States. 


5. Progress of borrowers.—-A summary of reports from 15,125 active borrowers 
receiving supervisory and year-end analysis assistance, who repaid their operating 
loans during the 1959 fiscal year and continued to farm, showed an average 
increase in net worth between the time of application for the loan and the time 
of final loan repayment of $3,707 from $8,156 to $11,863. 

Average gross cash income for e: ach of these operators was $4,954 at the time 
of application, and $8,098 during the year when final payment was made. Since 
the average borrower was indebted for 4.6 years, the average year of application 
was 1954 for those borrowers for whom reports were tabulated. 
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6. Debts compromised, adjusted, or canceled pursuant to Public Laws 518, 731, 
and 878.—Continued emphasis is being given to the settlement of old accounts 
eligible for compromise, adjustment, or cancellation under existing statutory 
authorities. 

The following schedule shows adjustment, compromise, and cancellation settle- 
ments during the fiscal year 1959 and from the inception of such activity on 
April 4, 1945, through June 30, 1959. Included in the figures are debt settlement 
activities taken under all programs administered by the Farmers Home Admin- 
istration including the emergency and special live stock loan programs financed 
from the disaster loan revolving fund. 


| 

From inception 

During fiscal | Apr. 4, 1945, 
year 1959 through 

June 30, 1959 


Number of borrowers involved in settlement a : 13, 079 862, 578 
Original principal indebtedness ‘ ata $16, 896, 849 $354, 282, 865 
Repaid prior to settlement: 

Principal $7, 755, 546 $141, 280, 711 
$1, 490, 487 $24, 637, 285 


$9, 141, 303 $213, 002, 155 
. $5, 783, 369 $97, 970, 389 
Principal and interest paid at time of settlement $743, 334 $21, 288, 112 
Principal and interest written off $14, 181, 339 $289, 684, 433 
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During the 1959 fiscal year, a total of $5,500,000 was available for direct soil 


and water conservation loans. 


$25 million was available. 


Insured loans during the year totaled $2,491,665. 
To make insured soil and water conservation loans more attractive to private 
lenders, the interest rate to lenders was increased from 3% to 4 percent in December 


1958. 


percent interest which the Government retains as an insurance charge. 


In addition, an insured loan authorization of 
A total of $4,976,687 was obligated for direct loans, 


This made the total charge to the borrower 5 percent, including the 1- 


The 


interest rate on direct soil and water conservation loans was not raised at that 


time. 


to 5 percent on all loans to individuals approved on and after September ! 
The direct loan rate to associations remains at 4% percent. 


However, the direct loan rate subsequently has been increased from 4% 


1959, 


The operating margin 


on many association proposals is so small as to make it difficult if not impossible 
for many associations to operate successfully at a 5-percent rate. 





1. Use of loan funds. 


in 1959 primarily for irrigation and domestic water purposes. 


Soil and water conservation loans continued to be made 
The amount of 


loan funds used strictly for soil conservation purposes was relatively small. 

In 1959, about 67 percent of the total amount loaned to individuals was used 
for irrigation facilities, 7 percent for domestic water supplies, 8 percent for soil 
conservation practices and for the purchase of machinery and equipment to be 
used for construction and development work in connection with such soil con- 
servation practices, 5 percent for drainage, and 12 percent for pasture improve- 


ment. 


Of the total amount loaned to associations, 77 percent was used for 


domestic water supplies, 16 percent for irrigation, and about 1 percent for the 
purchase of machinery and equipment to be used for construction and development 
work in connection with soil conservation services. 


Ko 


planned to irrigate about 
pastureland. 


53,000 acres and improve about 


Individuals receiving loans 


22,000 


acres of 


About the same portion of the total direct and insured loans were made in the 
Southern and Midwestern States, which were not covered by the program prior 


to its extension under Public Law 597 in 1959, as in 1958. 


“he total amount 


of direct and insured loans for the fiscal year 1959 in the 17 western arid and semi- 


arid States was $5,729,684. 


Loans 


in 


were not previously covered by the program, totaled $1,738,668. 
2. Applications.—During 1959, 1,770 applications for new loans from individuals 


and 73 applications from associations were received. 


all other States and territories which 


On June 30, 1959, there 


were 484 applications from individuals and 86 applications from associations on 


hand. 


has proved to be very unpredictable. 


in 1959 compared to 1958. 
9 
3. 


Number and amount of loans. 


1958, 1959, and estimated for fiscal year 1960. 


Soil and water conservation loans 


Fiscal year 


Loans to individuals 


| 
| 


Loans to associations 


The following table shows the number of 
both direct and insured soil and water conservation loans made in fiscal years 


The annual volume of applications for soil and water conservation loans 
There was a slight decrease in applications | 





Total 














Initial | Subsequent Initial Subsequent} 
i a ee Z ae ie ae 
| | 
1958 (actual): | 

Direct: 

I i aS Eg 516 77 39 | 1} 633 
SIRI no Rete es oo ee $2, 582, 790 $257, 407 | $1, 716, 399 $6, 500 | $4, 563, 096 

Insured: | 
Pr wexsecaun 182 | 32 | 3 1 218 
Reni Soe ek ers yak $802,870 | $133,830 | $128, 500 $2,000 | $1, 067, 200 

1959 (actual): 

Direct: | | 
Number-.___-_-- A a ed 577 70 30 6 | 683 
SS aS ae es | $2, 475, 955 $254, 082 | $2, 178, 600 $68,050 | $4, 976, 687 

Insured: | 
Number 186 21 17 224 


Amount 
1960 (estimated): 
Direct: 
PR ee Seek Ga ace 
RN cc nena 
Insured: 
I So Seccceunuiiediciients's cba kaise 
Amount 








$979, 585 $112, 420 


170 | 
$730, 000 


45 
$170, 000 


84 
$440, 000 


1 
ib 


$80, 000 










$1, 399, 660 





| 15 f 
| $1, 050, 000 





hs caineimtzed 
$480,000 |_.......... 











Note.—See tables I and II for distribution by States. 
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224 
191, 665 
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100, 000 
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100, 000 
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4, Repayments on loans.—Water facilities loans to individuals made prior to 
September 17, 1954, are on a principal maturity basis with payments scheduled 
during the year when agricultural income is normally received. Water facilities 
joans to associations while previously set up on this basis, recently have been 
converted to an annual amortized basis. All soil and water conservation loans 
to individuals and associations are on an amortized basis with annual payments 
due January |. The following is a status of accounts reported on the basis of 
maturities and on an amortized basis as indicated. 


Maturity basis—Paidup borrowers and borrowers owing balances—Water facilities 
loans to individuals as of June 30, 1959 


a a RN caret he ra creer este og S eee as ek wr a Sm a ra pa ad $29, 765, 864 
RIN SIUN ELEN ENON of 3 ca hae si lt lon ar ens al as we oe wa ator 23, 931, 846 
PRG) THRAUIRONIS Go oa ona mene Ewan soe ac bose cesatecdedaate $23, 455, 146 
Interest payments... ....==-.-=- Pe eer pl i oe On a= ahaa $3, 297, 119 
Ratio of principal repayments to matured principal__-....------- 98 


Amortized basis—Borrowers owing balances only 











Principal and interest 
: < Ratio of Extra 
Loan payments | payments 
advances |Cumulative|Cumulative} to install- and 
install- regular ments refunds 
ments payments 
Water facilities loans to associations as of | 
Dec. 31, 1958_...- aku cadeed eis ..-| $6, 984, 764 | $3,072, 512 | $3, 197, 228 104 $88, 045 
Soil and water conservation loans to indi- 
viduals as Of Jan. 1;:1900.0 «6. nncccscccen 32, 596, 036 | 10, 890, 972 9, 985, 827 92 972, 374 
Soil and water conservation loans to asso- 
ciations as of Jan, 1, 1950..........cscc<< 6, 366, 066 799, 650 671, 673 84 110, 627 


5. Program summary.—From inception of this new program on September 15, 
1954, to January 1, 1959, 7,803 direct and insured loans to individuals had been 
made. On the same date 1,543 borrowers had paid in full their principal indebt- 
edness of $5,717,748 and had made interest payments of $466,592, including 
insured loan charges. Of the 6,260 borrowers receiving loans of $32,596,036 
who still owe balances, 1,523 were ahead of their scheduled payments, 1,361 
were behind their scheduled payments, and 3,376 were on schedule. 

As of January 1, 1959, direct and insured loans had been made to 149 associa- 
tions. Seven associations borrowing $39,950 had paid in full. Of the 142 asso- 
ciations owing balances, 35 associations were ahead of schedule, 47 were behind 
schedule, and 60 were on schedule as of January 1, 1959, 

See tables III, IV, V, and VI for distribution by States, 
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DisasTeR Loans, Etc., Revotvinc Funp, DEPARTMENT OF AGRICULTURE 


STATUS OF PROGRAM 
Establishment of fund 
Public Law 38, approved April 6, 1949, abolished the Regional Agricultural 
Credit Corporation and established the disaster loan revolving fund under the 
Secretary of Agriculture from the assets of the Corporation so abolished. The 
assets amounted to $45,494,334. 


Additional appropriations 

Publie Law 202, approved October 24, 1951, appropriated $30 million for this 
fund. Public Law 175, 83d Congress, approved July 31, 1953, appropriated 
$130 million as an addition to this fund. Of this amount, $40 million was specified 
for the furnishing of feed in disaster areas, which was later increased (Public 
Law 357, approved May 11, 54) to $50 million with provision for furnishing 
emergency feed and seed assistance by means of advances to States or agencies 
thereof or otherwise. Public Law 85-58, approved June 21, 1957, authorized 
the use of an additional $11,500,000 of the existing revolving fund for furnishing 
feed in the disaster areas 
Emergency assistance programs 

(1) Production emergency loans (including loans in the Great Plains area).— 
Pursuant to Public Law 38, loans are made to eligible farmers and stockmen in 
designated areas at 3 percent interest who have suffered damage as the result 
of floods, storms, freezes, droughts, or similar disasters and who are unable to 
obtain needed credit from banks or other established sources to enable them to 
continue their operations. Public Law 38 also authorized loans to bona fide fur 
farmers, which authority expired June 30, 1953, except for further supplementary 
advances to farmers presently indebted as authorized by Public Law 255, ap- 
proved August 13, 1953, for a 5-year period which ended June 30, 198. Public 
Law 665, approved August 5, 1950, provided for loans to orchardists in the State 
of Washington which authority expired August 5, 1953. 

(2) Economic emergency loans.—Public Law 115, 83d Congress, approved July 
14, 1953, authorized loans (which are made at 3 percent interest) in any disaster 
area declared by the President under Publie Law 875 (42 U.S.C. 1855), if the 
Secretary finds that an economic disaster has also caused a need for agricultural 
credit that cannot be met temporarily by regularly established lending institutions, 
including the regular programs of the Farmers Home Administration. 

(3) Special livestock loans——Public Law 115 also authorizes loans at 5 percent 
interest to established livestock producers who are temporarily unable to secure 
credit from recognized lenders and who have a reasonable chance of working out 
their difficulties with supplementary financing. This authority was originally 
for 2 years subsequent to July 14, 1953, but was extended through 1957 for loans 
to new borrowers and through 1961 by Public Law 85-516, approved July 11, 
1958, for loans to borrowers already indebted who need supplementary financing. 

(4) Special emergency loans.—Fublic Law 727, approved August 31, 1954, 
authorized the Secretary until June 30, 1955, to make special emergency loans 
up to a total of $15 million in areas where he found a need for credit which could 
not be met by regular financial institutions, the Farmers Home Administration 
under its regular loan programs, or through authorities contained in Public Law 
38. Such loans were made at 3 percent interest. Activity under this program 
was extended through the 1956 and 1957 fiscal years by Public Law 117, approved 
June 30, 1955. The program was again extended by Public Law 878 approved 
August 1, 1956. The limitation was increased to $65 million. The authority 
expired June 30, 1959. 


52635—60———30 
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(5) Emergency assistance in furnishing feed and seed.—Public Law 115 author- 
ized the furnishing of feed for livestock and seed for planting to established farmers 
and ranchers and stockmen in connection with any major disaster determined by 
the President to warrant Federal assistance under Public Law 875 (42 U.S.C, 
1855). Under this authority, feed grain and concentrates, principally cottonseed 
meal, corn, wheat, oats, and mixed feeds, were furnished at less than market cost 
to eligible farmers in designated areas through the facilities of the Commodity 
Stabilization Service, the Farmers Home Administration, and special State and 
local drought committees. Beginning with fiscal year 1955, under authority of 
section 407 of the Agricultural Act of 1949, amended by Public Law 480, 83d 
Congress, the unrecovered costs of feed furnished and related handling and 
transportation costs are borne by the Commodity Credit Corporation, as de- 
scribed in the budget estimates for the Corporation. Administrative expenses 
are chargeable to the $50 million limitation furnished by Public Law 175 and the 
added $11,500,000 limitation authorized by PublicJuaw 85-58, as described above. 

In the fiscal years 1954, 1955, and 1956, the emergency hay program was con- 
ducted through agreements with States under which the Department contributed 
a definite sum to the State to defray one-half the cost of distribution of the hay 
(not to exceed $10 per ton) and the State assumed full responsibility for pur- 
chasing and distributing the hay to farmers eligible. The program in 1957 was 
conducted by the Farmers Home Administration whose county committees were 
responsible for determining the eligibility of applicants and : approving the amount 
of assistance. Agreements are entered into with States in specified amounts, 
Assistance to individual farmers was based on a Federal contribution of $7.50 per 
ton of hay and roughage actually purchased by farmers. Certificates redeemable 
for cash were issued by the Farmers Home Administration. Advances were made 
to States to enable the States to redeem these certificates on which certification 
was made by the farmers and the dealer that the tonnage specified had been 
purchased. 

Beginning about July 1, 1957, all emergency feed and seed activity was placed 
with the Commodity Stabilization Service. As of June 30, 1959, there remained 
available for this program approximately $2,794,000. 

Special agricultural conservation program assistance in disaster areas 

In addition to the above emergency disaster activities financed in whole or in 
part from this fund, special conservation assistance is also provided farmers and 
ranchers in disaster areas. This work is explained in more detail in the justifica- 
tions of the agricultural conservation program service, 
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Cumulative activity under the various loan authorizations to June 30, 1959 























| Percent of 
Principal principal 
Principal Principal Principa! outstand- Interest repay- 
advances maturities repayments ing payments ments 
| to ma- 
| turities 
——_—_———_—_—|—---—-— a —— -| |- — 
Production emergency 
WRT Por eSes da oseaas $344, 955, 439 | $310, 512,650 | $291, 730, 196 |$50, 212, 658 | $9, 200, 892 93.9 
Economic emergency 
STE cm aiaiiomgae egies a 100, 529, 227 | 98, 521, 694 90, 809, 570 9, 452, 854 3, 228, 57 92.2 
Special emergency loans-- 30, 324, 334 | 28, 835, 319 27, 197, 615 | 3, 105, 562 549, 967 94.3 
PUR «2b ciancectewss 5, 656, 829 | 5, 630, 429 5, 358, 028 214, 047 323, 424 95. 2 
Orchard loans vemowaal 267, 130 267, 130 264, 241 2, 889 5, 957 98.9 
Special livestock loans_ --.- 87, 201, 640 83, 958, 021 76, 421,030 | 10, 346,386 | 5, 120, 196 91.0 





In addition to the programs listed above, the Farmers Home Administration 
is servicing the loans receivable of the Regional Agricultural Credit Corporation 
outstanding at the time this Corporation was abolished. A total of $327,818 in 
principal and interest has been collected on these loans to June 30, 1959, principal 
writeoffs totaled $852,742 and $40,149 principal has been reduced to judgment. 

Exeept for the Regional Agricultural Credit Corporation loans, there has been 
no general authority to write off uncollectible balances of loans made under author- 
ities contained in Public Law 38, except some writeoffs that are permissible under 
bankruptey laws and other specific legislation. Considerable use is being made 
of the new writeoff authority contained in Public Law 878, approved August 1, 
1956. This law amended the Bankhead-Jones Farm Tenant Act to extend the 
cancellation, compromise, and adjustment authority previously available under 
that act and broadened the authorities to include loans made under Public Law 
38. Since inception of the various loan programs, principal writeoffs to June 30, 
1959, totaled $2,674,425, including $2,581,036 written off since August 1, 1956. 
A total of $710,874 has been reduced to judgments. 


1959 loan program 


During 1959 a total of $39,850,809 was obligated for production and economic 
emergency, special emergency, and special livestock loans. There continued to 
be substantial activity, although at a reduced rate in the Southwest and middle 
Great Plains States where there was a continuing need to provide credit assist- 
ance to farmers and ranchers who were still indebted for previous loans, as well 
as some need to make loans to other operators. The extremely wet weather 
experienced by farmers in the Mississippi Delta area created a demand for pro- 
duction emergency loans in both 1958 and 1959. The heaviest Mississippi Delta 
activity in 1959 was in Mississippi, Missouri, and Louisiana. Production 
emergency loans made under the special program for the Great Plains area totaled 
$8,912,000 compared to $12,065,000 during 1958. 
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The number of counties designated for initial emergency loan assistance in 1959 
was the lowest of any year since the program was first authorized. <A total of 
3R6 counties were designated, of wl ich 150 represented a carryover designation 


under the special Great Piains program. The number of 386 compares to a high 
of 2,215 counties designated in 1956. There were no new designations in 1959 
for special emergency loans. About 98 percent of the subsequent special emer- 


gency loan volume was in the State of Maine. 

During fiscal year 1959, there was a marked decline in the number of borrowers 
indebted for emergency and special livestock loans. On June 30, 1958, a total of 
26,451 borrowers were indebted and actively farming with emergency credit assist- 
ance compared to only 14,389 on June 30, 1959. This is the lowest number of 
indebted active borrowers since the first full year of Public Law 38 activity in 
1950. On June 30, 1950, a total of 22,971 borrowers were indebted for emergency 
loans. 

Emergency, special livestock, and other loans approved and obligated from the 
disaster loan revolving fund during the 1959 fiscal year were as follows: 


| 
Initial Subsequent Total 





} 
| Number | Amount | Number} Amount | Number 
} | } 


—————- —- — —_—_—_-_|—__—_ _ -— — ——_—_____—__ _— — = 


i | 
| 
| 


Amount 


Production emergency -- was ‘ 4, 964 |/$18, 387, 215 4,859 ($14, 962, 271 9, 823 | $33, 349, 486 
Economic emergency wis ‘ 4 | 15, 710 743 1, 374, 090 | 747 1, 389, 800 
Special emergency - -----.---- ‘ natevescipensen=k« 591 | 2,426, 908 | 591 2, 426, 908 
Special livestock... .-----.----- —— s 244 | 2,684,615 244 | 2, 684, 615 


OR «eens esc crewes —s 4,968 | 18, 402,925 | 6,437 | 21, 447, 884 11, 405 39, 850, 809 
| | | | 


1960 loan program 
During the 1960 fiscal year, production and economic emergency loans will be 
provided on the same basis as in 1959. The production emergency loan activity 
during the year is expected to be somewhat less than in fiscal year 1959. This also 
applies to economic emergency loans which are made only in areas designated 
by the President as eligible for assistance under Public Law 875. The only 
economic emergency loans anticipated in 1960 will be to indebted borrowers. As 
indicated, the authority for special emergency loans expired June 30, 1959. 
Henceforth this type of activity will be handled generally with farm operating 
loans under title II of the Bankhead—Jones Farm Tenant Act, as amended. 

Special livestock loans will be available for farmers, ranchers, and stockmen 
already indebted to continue their livestock operations during the 1960 fiscal 
vear. Good progress has been made by many livestock producers in recovering 
from a long series of reverses. More favoranle weather and favoraole prices 
have combined to assist producers in making substantial loan repayments during 
1959. Special livestock loan losses, however, are expected to exceed emergency 
loan losses. 

As a result of anticipated reduced activity in 1960, there will be a reduction 
in the amount of funds being used by the Farmers Home Administration from 
the disaster loan revolving fund for administrative expenses. For this reason, 
the Farmers Home Administration found it necessary to reduce personnel at all 
levels of operation during the early months of 1960. 
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1959 Statement of funds available, and obligations cumulative from inception of revolving 
al of fund on Apr. 6, 1949, to June 30, 1958, fiscal year 1959 and estimates for fiscal 
ition ‘years 1960 and 1961 
high .. 7 —— . 5 Fccaiaiaale * i * ne 
1959 Cumulative | 
mer- | from Apr. 6, | 95s 1960 1961 
| 1949, through estimated estimated 
wers June 30, 1958 | 
al of os — 
ssist- Funds available: 
er of By appropriation: 


For establishment of revolving fund for 
production disaster loans and trans- 
fer of net assets (cash) of the Regional 
Agricultural Credit Corporation to | 
the fund (Public Law 38, approved 
Apr. 6, 1949) ! 

For flood rehabilitation in the Mid- 
west area (Public Law 202, approved 
Oct. 24, 1951).....- ‘relied 

For assistance to farmers and stock- 
men through economic disaster loans, 
special livestock loans, and emer- 


y in 
ency 


1 the $45, 494, 334 





30, 000, 000 |. - 





unt gency assistance in furnishing feed 
: and seed (Public Law 175, approved 
July 31, 1953) __- Be ea aie Ete eee ae eee 
19, 486 Balance available from | prior fiscal WE... $62, 419, 634 $69, 771, 484 
89, 800 
265, 908 Receipts—Principal and interest collection 


434, 354, 918° 


639, , 318, 252 


74, 820, 74 


106, 418, 882 


42," 796, 050 28, 570, 850 


98, 342, 334 


84, 615 NN Sree te eS 


50, 809 Total available 


1085, 248, 684 | 


Obligations: 
Loans made 
Hay and roughage program 
Transportation and other costs in connec- 
tion with emergency feed furnished to 


530, 050, 998 
25, 349, 869 


39, 850, 309 


il be 


vity 
also 
ited 
yniv 

As 
959, 
ting 


men 
seal 
ring 
ices 
ring 
ney 


tion 
rom 
on, 
, all 





farmers and stockmen 


Administrative expenses: 
Loan programs. _.__. ana 
Emergency feed program. ac Sa 


Total CRUMBS eo anccccccuecdaeace | 


Unobligated balance 


Corporation. 


7, 900, 000 


19, 639, 585 
5, 310, 661 


608, 251, 113, 
31, 598, 139 








4, 003, 632 
145, 307 


43, 999, 248 


62, 419, 634 | 





t 


3, 229, 200 
165, 000 


36, 444, 2 a 


2, 829, 200 
110, 000 


33, 139, 200 





1 In addition, net assets (other than cash) of $363,811 were acquired from the Regional Agricultural Credit 
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Farm TENANT-MortTGAGE INSURANCE FUNbD, FARMERS HOME ADMINISTRATION 


This fund was established pursuant to sections 11(a) and 12(e)(2) of the Bank- 
head-Jones Farm Tenant Act, as amended, which authorized the appropriation 
of not to exceed $25 million for the establishment of the mortgage insurance 
fund. The sum of $1 million was appropriated in the Department of Agriculture 
Appropriation Act, 1948, as the initial capital for this fund. The authority 
for insuring loans as contained in the Bankhead-Jones Farm Tenant Act is 
restricted to farm ownership loans under title I. Public Law 597, approved 
August 17, 1954, amending the Water Facilities Act of 1937, also authorizes the 
use of this fund for insuring loans for soil and water conservation purposes, 

The $1 million appropriation is supplemented by initial and annual charges 
collected from insured loan borrowers and by such initial fees for inspection, 
appraisal and other charges in connection with farm ownership loans as the 
Secretary of Agriculture finds necessary. One-half of the initial and annual 
charges collected as the premium for insurance, and such amounts as are appropri- 
ated to the fund under section 11(a), are available for payments with respect 
to insured loans. In addition, sections 13 (b) and (c) authorize borrowing from 
the Secretary of the Treasury any additional funds needed. Moneys not needed 
for current operations may be invested in direct obligations of the United States. 
The other one-half of the initial and annual charges, together with such fees for 
inspection, appraisal and other charges as the Secretary of Agriculture may de- 
termine in connection with farm ownership loans are available for administrative 
expenses in carrying out the insured loan programs. It is estimated that receipts 
derived from these sources during the fiscal vear 1960 available for administra- 
tive expenses in 1961 will amount to approximately $1,065,000. 

Assets of the capital fund, including receivables, are estimated to be approxi- 
mately $41,396,000 at June 30, 1960. The investment of the Government on 
this date is estimated to consist of $31,920,000 in borrowing from the Treasury, 
$1 million in appropriations and $8,470,385 in retained earnings. 

Public Law 85-748 included amendments to title I of the Bankhead-Jones 
Farm Tenant Act authorizing the use of funds in the farm tenant-mortgage 
insurance fund to make loans which when aggregated in blocks would subsequently 
be sold on an insured loan basis to private lenders. There must be reasonable 
assurance that the loans can be sold without undue delay in order to use this 
special authority. Not in excess of $5 million in such loans may be held in the 
fund at any one time. 

Insured loan activity since 1948 and estimated for 1960 fiscal year is shown in 
the following table: 

Loans insured by fiscal year 


: ea a 
| Number of initial loans Amount of initial and subsequent loans 


Fiscal year Farm Soil and | | Soiland | 
| owner- water | Total | Farm owner-| water con- | Total 

ship couser- | | ship servation | 

| vation | | 








$2, 412, 837 jpcabsansaees 
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Sa De Se DB ee 2, 150 17, ! 596, 050 | a ea ee 3, 050 
Si Sie eeee Se eee 1,09 eee ORR gee | 3, 008 
Na ee eo Loi... 1, 041 10, 681, 721 | , 721 
1954 ee eee te Ss | 885 |_- 885 | 9, 751, 541 | , 541 
ESE RES: EES 2,864] 2,817] 5,681] 31,584,829 9, 145 
See ear 3, 097 | 1, 795 4, 892 37, 736, 173 | 3, 500 
ee ee ee 2, 240 616 2. 856 28, 981, 263 | 72 
OR en 1, 853 185 | 2,038 25, 837, 822 | é 5, 022 
Ne a Ee 2, 305 203 | 2,508 | 35, 733, 594 | 2, 491, 665 | 25, 259 
1960 (estimated) __....__- 805 | 92 897 | 12, 000, 000 1, 000, 000 | , 000 


The number of farm ownership loans insured each year from the beginning of 
the program in October 1947 through 1950 showed a steady increase. The 
number insured in 1951, 1952, 1953 and 1954 decreased as a result of the lack of 
investment capital due primarily to the low interest rate then in effect. Actual 
loans for 1955 and 1956 show a marked increase over 1954 as a result of (1) the 
enactment of Public Law 521, amended July 22, 1954, which amended the Bank- 
head-Jones Farm Tenant Act to provide a flexible interest rate on insured loans, 
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(2) the further amendment to this act by Public Law 273, approved 
August 9, 1955, providing that mortgages shall run to the Gov ernment instead of 
to the lende or, ‘and (3) the enactment of Public Law 597 extending the water 
facilities program to the entire Nation and authorizing the insuring of loans 
made by private lenders for soil and water conservation purposes. The increase 
in the interest rate on insured loans in December 1958, which provides a return 
of 4 percent instead of 3% percent to the lender, was instrumental in increasing 
the volume of loans in 1959, but reduced activity is estimated for 1960 because 
competing types of investments have recently become more attractive to investors. 

There are no employees paid from this fund. Fees and administrative expense 
charges made available by subsections (d) and (e) of section 12 of the Bankhead- 
Jones Farm Tenant Act, as amended (7 U.S.C. 1005(b)), and section 10(c) of 
the act of August 28, 1937, as amended (16 U.S.C. 590x-3), are transferred to 
the ‘Salaries and expenses’”’ account from which the costs of servicing the insured 
loan programs are met. 

Mr. Wuirren. Mr. Scott, we will be glad to have your general 
statement. We notice again that, as farm income goes down and 
as credit gets tight, the Budget Bureau wants us to further reduce the 
ability of this agency to meet farm credit needs. This is a little 
disappointing. We have made a career of trying to restore these 
things, so I guess if you had not cut them down we could not have had 
the job of restoring them and might have felt lost. 

I am sure when you tell us the wonderful rate of repayment that 
we will be convinced that you did not cut these amounts down because 
it is a poor program. Of course it is not. We are convinced it is 
not because of the full repayment record. This is especially significant, 
when we hear the other folks in the Department tell how farm income 
is down. In fact, we are going to wonder what explanation you are 
going to make. We will be glad to have your general statement, Mr. 
ocott. 


GENERAL STATEMENT OF Director, AGRICULTURE CREDIT SERVICES 


Mr. Scorr. Mr. Chairman, we are glad to be here to talk with you 
about the Farmers Home Administration. 

Since our last meeting the Farmers Home Administration has 
rounded out another year of constructive, helpful service to thousands 
of fine farm families who were unable to get needed financing from 
other sources. 

The files of the agency show commendable financial progress by the 
majority of the farm families they are financing. Each year thousands 
of families are able as a result of the planning ‘and intelligent financing 
of this agency to qualify for credit from a local bank or production 
credit association. 

CREDIT COUNSELING SERVICE 


During recent years there has been an increasing number of ap- 
plicants who have been assisted in getting their credit from a local 
source without the necessity of an FHA loan. 

This is a result of emphasis that we have been giving to what we 
call credit counseling service. 

It works this way. After an applicant’s credit needs have been 
carefully considered and his farming business analyzed by the county 
FHA supervisor if he feels that this is a loan which another local credit 
institution ought to be able to handle, it is the policy to refer these 

eases with the supervisor’s conclusion to borrowers’ present or former 
source of credit. 
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The FHA county supervisors are generally recognized as experts 
in the field of financing family sized farm operations. So this credit 
counseling is helping thousands of farmers each year to get sound 
financing without the use of Federal funds. 


LOAN VOLUME 


In fiscal year 1959, the total dollar volume of all Farmers Home 
Administration loans was approximately $361 million. Estimated 
total lending in 1960 is expected to be about $292 million. The 
projected dollar volume estimated for 1961 is $246 million. Several 
factors are contributing to the declining loan volume. 

Generally favorable crop conditions account for an anticipated 
reduced demand and need for emergency credit available from funds 
under the disaster loan revolving fund. Although the occurrence of 
future need for emergency loans is difficult to predict, there appears 
to be no present developments which would require loans from the 
revolving fund in as large a volume as in some earlier years. 

The fund is in a sound financial position and repayments on loans 
which were made during the prolonged drought period are considered 
good. Experience gained in the operation of the emergency loan 
programs in recent years enables us to activate the program promptly 
whenever and wherever the need arises 

A second factor contributing to the decline in loan volume is the 
fact that the eligibility requirements for farm housing loans were 
modified in July 1959 to return to the standards which had generally 
governed this program since its beginning in 1950. 

Throughout we years, loans have been confined to applicants who 
are bona fide farmers residing on farm units which are producing 
sufficient quantities of agricultural products to represent a substantial 
portion of the operator’s total income. 

In March 1958, as an antirecession measure, the eligibility require- 
ments were broadened to include owners residing on small’ tracts of 
land if the land was producing at least $400 in agricultural commod- 
ities based on 1944 prices. 

The return to the more restrictive eligibility requirements has 
resulted in the reduction in the number of applications and in the 
volume of loan obligations. 

A third factor is the fact that the volume of insured farm ownership 
and soil and water conservation loans is down substantially this year 
and will probably continue at a reduced volume in 1961 unless there 
is a change in the money market or in the interest return that investors 
can realize on these loans. 

During the past several months it has become increasingly difficult 
to obtain the participation of private investors in the insured !oan 
programs under present money market conditions through some 
insured loans are still being made by local banks and others. 

Generally, the present participation of local banks is based on their 
interest in particular applicants who may already be depositors or 
current and prospective customers for operating type credit. 

A final item which is reflected in the reduced number of loans is the 
size of loans made by the Farmers Home Administration in recent 
years as influenced by the rapid changes taking place in agricultural 
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production. The investments required for successful farming have 
increased steadily and so have the average size of loans made for both 
operating and real estate purposes. 

At the same time, applications for most types of loans have been 
declining so that fortunately the increased size of loans has not 
resulted in reducing the agency’s ability to serve most of the farmers 
applying for assistance. 


LOANS TO PART-TIME FARMERS 


As a result of the 1956 amendments to the Bankhead-Jones Farm 
Tenant Act, the Farmers Home Administration has specific authority 
to make loans to part-time farm operators provided they are bona 
fide farmers who have historically resided on farms and depended on 
farm income for their livelihood and provided that they are conducting 
substantial farming operations. 

Until recently, the Farmers Home Administration regulations have 
specified that any applicant who is spending a major portion of his 
time during the vear in off-farm employment would not be eligible for 
a loan. This applied to new applicants as well as applicants “already 
indebted for loans who might seek supplemental credit. 

In December 1959 the regulations were changed to permit making 
an operating or farm ownership loan to a bona fide farmer who resides 
in an area designated for assistance under the rural development 
program even though he is regularly employed off the farm, so long as 
he and his family will be carrying on substantial farming operations 
with the assistance of the loan. 

This change also applies, without restriction to designated rural 
development counties, to farmers who are already indebted to the 
Farmers Home Administration, but who since receiving loans have 
become regularly employed off the farm. Such an operator may 
secure supplemental credit providing he and his family continue to 
earry on substantial farming operations. 

I want to emphasize that the recent changes do not authorize loans 
to enable persons who have not historically resided on farms and de- 
pended on farming for their livelihood to engage in part-time farming. 
In the designated rural development areas, we hope this change will 
assist in the multiprogram approach to the solution of some of the 
complex problems facing these areas. 

It is the practice of the Farmers Home Administration to have 
policies and programs which are available in all States and Puerto 
Rico. This policy change is available to indebted farmers wherever 
they may reside but for new borrowers it is restricted to the designated 
rural development areas which means approximately 200 counties in 
30 States and Puerto Rico. 

There are several important questions about this type of financing 
that need to be resolved in the interests of a sound and helpful lending 
program. We believe this can best be done through experimental 
lending. ‘These designated areas will give us a wide variety of farm 
operations and farming conditions. We believe this approach will 
avoid some costly mistakes and help restrict this lending to honest-to- 
goodness farmers whose operations come within the guidelines which 
the Congress has prescribed for this agency. 
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LEGISLATIVE PROPOSALS 


I know that this committee is very much interested in any proposed 
legislative changes or policy changes relating to the affairs of the 
Farmers Home Administration. For the information of you and the 
other members of this committee, Mr. Chairman, I would like to 
briefly give you some facts about H.R. 7628 on which the House 
Agric ultural Committee has just recently held hearings. 

This bill was introduced by Congressman Cooley, chairman of the 
House Agriculture Committee. A companion bill, S. 2144, was in- 
troduced by Senator Allott. In our testimony crane the Hous: 
hearing, we not only endorsed H.R. 7628 but presented some additional 
suggestions to the committee for improving the legislative authority 
of the Farmers Home Administration. 

The purpose of this bill is to simplify, consolidate, and improve the 
authority of the Secretary with respect to loans to farmers and 
ranchers. The President, in his recent budget message, urged enact- 
ment of legislation of this kind. The Congress through the years 
has gr: anted additional authority in a number ef instances to this 
agency. The several laws usually are so phrased as to require separate 
regulations. In quite a few instances the legal requirements are con- 
siderably different when compared with other loan programs of the 
agency. Asa result, the regulations are very voluminous which adds 
to the difficulty of the county supervisors and other employees in 
administering the program. 

The consolidation of all of these laws into one legislative authority as 
provided for in this bill will be beneficial in many respects. 

The various types of loans will be grouped into three broad headings: 

eal estate, operating, and emergency loans. 

The bill does not change any of the basic objectives of the present 
laws. It shall continue to be the primary function of the agency to 
finance operators of family sized farms who cannot obtain necessary 
credit from other sources on reasonable terms and conditions. Some of 
of the changes are in recognition of general changes in agricultural 
conditions. For example, we are proposing some increase in the size 
of loans that may be made on family sized farms and also for wate1 
facilities for a rural area. 

We are recommending some changes in the authority related to the 
insured loan program which we believe will enable us to place that 
program on a prac tical operating basis. 

There is a proposal in this bill to establish a revolving fund for 
activities of the Farmers Home Administration which are not now on 
that basis. ‘This proposal would make no change in the budget proc- 
essing by which the Congress annually may determine the size of each 
loan program of this agency and the amount available for salaries and 
expenses. 

The proposed revolving fund would be reported in the Department 
of Agriculture section of the annual budget on a net expenditure basis, 
but the annual budget estimates would continue the usual budget 
schedules, showing the actual and estimated obligations and receipts, 
as well as full disclosure of the financial aspects of the fund. 

We feel confident that the enactment of H.R. 7628 will be very help- 
ful to the Farmers Home Administration in providing an improved 
credit service to eligible farm families within the broad policy which 
the Congress has traditionally prescribed for this agency. 
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There are many important changes involved in this bill and we shall 
be glad to furnish more detailed information to any of you who de- 
sire it. 

Mr. Chairman, I shall be pleased to resper.d to questions unless you 
and members of the committee would prefer to first hear Mr. Hansen’s 
statement. 

Mr. Wuirten. I believe it will be best to have Mr. Hansen’s pre- 
pared statement at this time. 

Mr. Hansen. 

Mr. Hansen. Thank you, Mr. Chairman. 


GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Chairman, steady and gratifying progress is being made by 
the Farmers Home Administration in assisting qualified farm families 
who are unable to obtain necessary credit through usual credit chan- 
nels to improve their situation. I am glad to be able to report to 
you on our present accomplishments and to discuss our budget esti- 
mates for 1961. 

LOAN OPERATIONS 


The Farmers Home Administration experienced a record year in 
1959 as far as loans and collections were concerned. The total loan 
volume of $361,240,000 in direct and insured loans was the biggest 
year in the history of the agency. Likewise, the principal and interest 
collections on direct and insured loans which totaled $345,312,000 
represented the biggest collection year in the agency’s history. 

There was a substantial improvement in the repayment records of 
individual borrowers as evidenced by a gratifying reduction in the 
percentage of the borrowers who were delinquent and the dollar 
volume of delinquencies. 

Also, there was a slight increase in the number of borrowers paying 
all of their indebtedness in full during the year from 39,323 in 1958 
to 40,903 in 1959. Included among the borrowers paying i in full was 
a large number of emergency loan borrowers. The reduction in the 
number of borrowers owing indebtedness to the disaster loan revolving 
fund resulted in a substantial reduction in the number of our employees 
which I will discuss more fully later on. 

The volume of loans and collections in 1960 so far is below last year 
at the same time. However, the increase in the number of borrowers 
who are delinquent has been small so that most of the gains expe- 
rienced in this respect last year have been maintained. 

Mr. Chairman, it has always been essential to have well trained 
and dedicated employees in order to carry out a successful Farmers 
Home Administration program. It is even more necessary to have 
such personnel to assist borrowers under current conditions of higher 
farm costs, larger investments, and the need for greater managerial 
skills. 

In my field contacts over the past few years, I have come to appre- 
ciate more and more the high caliber of the people who are working 
for the agency. A large number of the employees have worked for 
the organization for many years. They are dedicated to helping 
farmers improve their situation and it is evident to any observer 
that these employees derive considerable personal satisfaction from 
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being able to assist borrowers to improve their farming operations 
and their income. 

Our employees are well trained technicians in the field of agricultural 
credit and they possess a wealth of knowledge about the proper man- 
agement of farms and about local farming conditions. They keep 
currently informed on improved farming practices and techniques 
and they make good use of the training and new ideas they secure from 
the agricultural colleges, the extension services and from other agen- 
cies of the Department. 

Finally, they are well equipped to help applicants with their finane- 
ing problems through credit counseling which often results in an appli- 
cant securing credit from another source which had not heretofore 
been open to him. 

We look upon this exceptional talent as an additional safeguard to 
the Government in extending credit to those farmers and ranchers 
who are unable to obtain needed credit from private or cooperative 
sources. 

FARM OWNERSHIP LOANS 


The proposed authorization for direct farm ownership loans in 
1961 is $20 million, a decrease of $4 million. There has been a redue- 
tion in farm ownership loan applications for the last 2 years and this 
trend has persisted in 1960. As of December 31, 1959, there was a 
31-percent decrease in applications below the same period a year ago. 
Perhaps the biggest reduction in the demand is related to loans made 
primarily for the purpose of refinancing applicants’ existing indebted- 
ness. 

The authority for such loans was first given the Farmers Home 
Administration in 1957 for a 2-year period which expired ns 30, 
1959. The Congress extended the authority for an additional 2 
years last Se ptember. However, the volume of loans made for this 
purpose is down considerably below earlier years, and a further reduc- 
tion in demand is antic ipated i in 1961. 

The authority for insured farm ownership loans has been utilized 
quite extensively throughout the years but has not always proved to 
be a completely reliable source of funds. Insured farm ownership 
loans in 1959 totaled over $35,700,000. 

For 1960, we now estimate that about $12 million in insured loans 
will be made. 

However, we have recommended to the Congress that the Depart- 
ment be given some discretion in establishing interest rates for these 
loans. The House Committee on Agriculture has just recently 
heard our testimony in support of H.R. 7628 wherein we recommended 
that the interest on these insured loans be fixed by the Secretary, 
taking into consideration the prevailing private and cooperative 
interest rates for loans for similar terms and purposes. 

If this authority is approved by the Congress, we believe that it will 
be possible to secure much more adequate participation of private 
lenders and that the insured loan program can again adequately 
supplement the direct loan funds authorized in the annual appropria- 
tion acts, 
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FARM OPERATING LOANS 

lt is always difficult to determine the proper amount of funds for 
the operating loan program. This has always been the largest item 
in the Farmers Home Administration budget and any reasonable 
estimate may prove out of line with subsequent applications for loans 
of this type. 

In recent years, authorizations for operating loans have been 
suflicient to take care of most of the eligible applicants for new loans 
as well as the subsequent credit needs of borrowers already indebted 
for such loans. ‘This compares to some earlier years when the demand 
for new loans far exceeded the funds available. While the estimate of 
$154 million represents a reduction of $26 million below 1960, I 
believe that we can carry out a constructive program within this 
amount. 


SOIL AND WATER CONSERVATION LOANS 





The proposed increase of $1 million primarily reflects the increased 
demand for soil and water conservation loans to associations to 
provide domestic water supplies in rural communities. It was 
necessary as early as the middle of December to cut off on loans to 
individuals within the total of $2 million available for direct loans in 
the fiscal vear in order to conserve a reasonable balance for loans to 
associations. 

Usually there is a substantial amount of work involved in preparing 
association loan dockets and sometimes considerable expense is in- 
curred by the local nonprofit organization in docket preparation. 

lor nas reason funds are being set aside to cover the loan obligations 
when the docket preparation is completed and final approval can be 
ac | Lo the] loan. The national ofiice makes a preliminary review 
of the proposed loans to assure that there is a reasonable chance that 
approval will be forthcoming. 

Because of the interest return, the insured soil and water conserva- 
tion insured loan program in 1960 has been very small. The legislative 
recommendations for a change in the basis for setting the ‘interest 
rate on insured loans which I previously referred to would, we believe, 
provide adequate private funds for soil and water conservation loans 
in 1961 and future years. 


FARM HOUSING LOANS 


The fiscal year 1961 is the last year for which farm housing loans 
are authorized under existing authority. A borrowing authorization 
of $450 million for the 5-year period 1957 through 1961 was made 
available through amendments to the Housing Act of 1949, approved 
August 7, 1956. The budget estimate for 1961 proposes the obligation 
of $25 million from this source of funds compared to $40 million in 
1960. 

Mr. Scott referred to the change in the regulations governing eligi- 
bility for farm housing loans. This change is the main basis for the 
estimate of $40 million in 1960 compared to a little over $60 million 
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in 1959. As of December 31, 1959, there was a reduction of 37 percent 
- the number of applicants for new loans compared to the previous 
fiscal year. These factors form the basis for the 1961 estimate. 


DISASTER LOAN REVOLVING FUND 


By far the largest use made of the authorities under the disaster 
loan revolving fund has been assistance in connection with the pro- 
longed drought conditions in the Southwestern and Western States. 

Additional funds were made available to the revolving fund in 1952 
and 1954 for loans and for emergency feed assistance, and additional 
legislative authorities were provided because of the severity of the 
drought and other emergency situations. 

During the drought period, thousands of farmers and ranchers 
suffered successive crop losses and many of them would have been 
unable to continue farming without the emergency and special live- 
stock loan assistance which was extended on generous terms, often 
under much less than the conventional security requirements. 

It is gratifying to report that the drought program was very suc- 
cessful in terms of assisting farmers and ranchers to stay in business 
and return to normal operations. Most of the borrowers have paid 
in full, although in some cases it is still necessary to continue subse- 
quent credit assistance before the operator can rely on his own 
resources or return to his normal source of credit. 

We do not have figures available which would identify specifically 
the repayment record of those who received emergency loans because 
of the drought. Our reports cover all emergency loans made in the 
drought States and other States for whatever purpose. 

However, the repayment record on emergency loans generally is 
excellent, considering the fact that the recipients had to show a sub- 
stantial produe tion loss in order to qualify in the first place. 

It appears that the loss ratio on emergency loans throughout the 
country will be less than 4 percent. The repayment record on special 
livestock loans which are almost wholly identifiable with the ik 
conditions, is not as good but the losses probably won’t exceed 5 
percent or 6 percent of the advances. 

During several of the years when the drought loan programs were 
at their peak, this and other emergency and special livestock loan 
program activities represent a substantial portion of the overall work- 
load of the agency, but the current workload is much reduced below 
the earlier levels. 

SALARIES AND EXPENSES 


As indicated in connection with the disaster loan revolving fund, 
there has been a substantial reduction in the workload attributable 
to emergency and special livestock loan activity. 

On June 30, 1956, there were 44,660 active borrowers indebted for 
emergency or special livestock loans which represented about 25 
percent of all active borrowers. Many of these borrowers were also 
indebted for other types of loans. 


On June 30, 1959, only 14,390 borrowers owned emergency or 


special livestock loans. This represented less than 10 percent of the 
active borrowers on that date. Much of this reduction took place 
during fiscal year 1959. 
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Because of the heavy emergency and special livestock loan activity 
for a continuing period of several years, the basic organization of the 
Farmers Home “Administration was maintained to a substantial extent 
by reliance on administrative funds from the disaster loan revolving 
fund. 

In addition temporary employees were utilized quite extensively 
and very effectively to assist in areas where the emergency workload 
was concentrated. 

Through use of the disaster loan revolving fund allotment, the 
Farmers Home Administration was able to maintain the necessary 
number of county offices, and the permanent employees to staff these 
offices. 

As a result of the large reduction in 1959 in emergency loan activity, 
it became apparent that the servicing of emergency type loans out- 
standing in fiscal year 1960 and the ace omplishment of such new loan 
activity during that year would not justify as large an allotment from 
the disaster loan revolvi ing fund as had been utilized in 1959 and 
some prior years. 

The 1960 administrative expense allotment from the disaster loan 
revolving fund is $3,200,000 compared to $3,977,000 obligated in 1959. 
Actually, we probably will obligate considerably less than the total 
of $3,200,000 in 1960. In 1961, the projected allotment is $2,800,000. 

The reduction in the 1960 revolving fund allotment plus the reduc- 
tion of $555,250 in the 1960 appropriation for salaries and expenses 
below the 1960 budget estimate required a major review of our opera- 
tions at all levels. This review led to a large reduction in personnel 
during the latter part of fiscal year 1959 and in the early months of 
1960. 

Full-time permanent and temporary employment was reduced by 
609 employees between December 31, 1958, and December 31, 1959. 
The reduction was from 5,375 to 4,766. The number of full-time 
county offices was reduced to about 1,430 which is about 100 less than 
at any time previously. We doubt the feasibility of reducing the 
organization any more. 

While it was possible to make these large personnel reductions 
without too seriously affecting the agency’s ability to give adequate 
service to farmers, the organization is now at a minimum level and 
further reductions would be harmful. 

To avoid any further reductions, we will need additional appropri- 
ated funds in 1961. The proposed program increase of $505,400 is 
intended to permit the continued maintenance of a staff in county 
offices to adequately service applicants and borrowers and maintain 
sufficient geographic coverage to make the services of the agency 
reasonably accessible to farmers. 

There are several cost factors which enter into our ability to main- 
tain an adequate staff, and which emphasize the need for the added 
funds. One of these is the need to reclassify all county office clerk 
positions from grade GS-3 to grade GS-4 to conform to the Civil 
Service Commission’s certification as to the proper grade level for 
these positions. 

The grade level for these positions has been the subject of consider- 
able discussion for many years. The Commission finally certified 
the grade to be GS-4 but specified that the actual grade changes 
could be deferred unti) not later than July 1, 1960. The cost of this 
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conversion is estimated at up to $140,000 annually and is included in 
the program increase of $505,400 mentioned earlier. 

In addition, the estimates propose an increase of $226,600 to cover 
employee health benefit costs applicable to the base pursuant to 
Public Law 86-382. 

The estimates also reflect a decrease of $9,100 to provide a direct 
appropriation to the General Services Administration for certair leas- 
ing costs previously paid from this appropriation. 

‘Also, we antic ipate that an additional $65,000 will be available in 
1961 from receipts to the farm tenant mortgage insurance fund whicb 
can be used in 1961 to assist in carrying out the insured loan programs. 

While the increase in the appropriation for ‘Salaries and expenses’”’ 
will provide for an increase of about 38 in average annual positions. 
the overall budget estimates for 1961 provide for a reduction of 60 
average annual positions below 1960. This primarily is due to a 
further sedestion in the use of funds from the disaster loan revolving 
fund in 1961. 

Mr. Chairman, this concludes my general statement. My asso- 
ciates and I are ready to discuss furthe Tr any phase of the Farmers 
Home Administration programs in which you are interested, or to 
respond to your inquiries concerning the 1961 budget estimates for 
our agency’s operations. 

Mr. Wuirren. Thank you, Mr. Hansen, for this general statement 
of the overall situation. 


LOAN FUNDS REQUESTED IN PREVIOUS YEARS 


Mr. Seott, I think in recent vears the record will show that nearly 
every vear the De ‘partment and the Administration have come in 
with a reduction in the budget for funds for these loans. The Con- 
ene by and large has not gone move with those requests. I would 
say for the record that, whateve authority the Congress may give 
vou in making these loans, the fin 7. lecision whether to make the loan 
or not is within the Department’s control, is it not? 

Mr. Scorr. Yes, sir. 

Mr. Wuarrren. And if the Congress sbould authorize more than 
circumstances develop that you need, the funds are not withdrawn 
from the Treasury and no expense is incurred and no possibility of loss 
is incurred, so long as you don’t approve the loans. 

Mr. Scorr. That is right. 

Mr. Wurrten. So there is no harm done for the Congress to make 
adequate provisions over and beyond the picture as you see it; is 
that correct? 

Mr. Scorr. We try to use the loan funds only in instances that are 
authorized by the act, yes, sir, Mr. Chairman. 

Mr. Wuirren. I repeat again that the statements made by the 
Department’s own pe senna ae indicate that farm net income is 
at the lowest level in 20 ve I note from the press and from the 
request of the President ths at interest rates are perhaps at their 
highest level in 20 years. This to my mind would leave a question 
that this emergency type of farm credit would probably be looked to 
more than at any time previously. 

If I judge these various factors correctly, it makes it extremely 
difficult for me to see how you could justify reducing your ability to 
meet conditions that are apparent—plus those that might arise. 
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In other words, the President of the United States and Secretary of 
Treasury are before the Congress asking for permission to raise the 
interest rates on Government bonds they offer for sale. It is reported 
regularly that interest rates are going up in credit associations and 
with ev ery other lending agency, including banks. Since this is an 
emergency type credit, by ‘that I mean you have a special type of 
borrower, this is a source of credit for those that cannot get farm credit 
anywhere else. Where the supply of credit from private sources is 
more restrictive and where the interest rates are higher, I cannot 
conceive of a man in your position or Secretary Benson’s position 
feeling that you should tie your own hands so far as meeting things 
that might arise, particularly when you have just testified that having 
the authority does not in any way cause any trouble unless you see 
fit to exercise it. 

Now, what if you happen to be wrong? What if Congress went 
along with you and we tied your hands as you are asking, by limiting 
your lending authority? And what if this position you are apparently 
facing gets worse? Would you feel a little bad about asking us to tie 
your own hands to meet a need in line with the law? 

Mr. Scorr. Mr. Chairman, I want to assure you that this estimate 
was made in good faith. There has been a change in the trend of 
applications for loans during recent weeks. Up to that time our 
estimates appeared to be in line. The volume of applications varies 
from time to time as you well know. 

Mr. Wuirren. That is true. How long have you had this agency 
under your supervision? 

Mr. Scorr. About 6 years. 

Mr. Wuirren. These unexpected and unusual changes, such as you 
say have happened in the last week or two, come up just about every 
year;do they not? I mean it is not unusual for some unexpected devel- 
opment to occur. 

Mr. Scorr. That is right. 

Mr. Wuirren. Now, if that has been your 6 years’ experience, and 
if you had another sample of it in recent weeks, it makes me wonder 
again why you want to limit yourself in meeting these unexpected 
things. 

Mr. Scorr. Mr. Chairman, the facts of the case are that this was the 
amount that the Bureau of the Budget found it possible to give us in 
their appraisal of the overall situation. 

Mr. Wuitten. So you had to write your statement then in line with 
figures that were determined by the overall budget in the allocation of 
funds to this Department? 

Mr. Scorr. Yes, sir. 


STATUS OF CONTINGENCY LOAN FUNDS 


Mr. Wuirren. You mentioned this unexpected development. You 
will recall that I talked to you last week about the fact that many of 
your former borrowers are having to be denied funds for continuing 
operations this year. At that time vou and I discussed the fact that 
last year this committee, with the approval of the Congress, provided 
$20 million for the production subsistence loans, under what we call a 
contingency, that are to be released by the Bureau of the Budget. 
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Developments in recent weeks have proven the wisdom of this 
committee in that regard, have they not? Have you requested a 
release of the funds under that contingency? 

Mr. Scorr. We have. 

Mr. Wuirren. What is the present status of your request? 

Mr. Scorr. |] was informed by Secretary Benson just a few minutes 
before I came over here he expects we are going to get $10 million 
of that released immediately. 

Mr. Wuirren. Do you think now, with release of those funds, that 
you will be able to meet your loan requests this year? 

Mr. Scorr. Certainly it ought to go a substantial way. 

Mr. WauitTen. We don’t want to meet this need in a substantial 
way; the Congress meant for you to meet it to the full limit necessary, 
What is going to happen to the other $10 million? Did the Depart- 
ment request it or do you stand ready to request it the minute that 
these needs show up? 

Mr. Scorr. The $20 million was requested by the Department. 

Mr. Wuirtren. And $10 million is expected to be released? 

Mr. Scorr. Yes. 

Mr. Wuirtren. Will vou have to scale the loans down to the $10 
million and therefore restrict the loans, or will you use the $10 million 
under the regular rules, and if that is exhausted, you will request for 
the other $10 million? 

Mr. Scorr. We expect to operate the program in keeping with 
the laws, Mr. Chairman, which would mean that we are not going 
to revise our regulations or policies to screen out folks that, under 
the law, are eligible. We will do the best we can to get along on the 
$10 million. We want to conserve the Federal fund as much as we 
reasonably can and still carry out the purpose of the law. 

Mr. Wuirren. Well, now, your desires and your actions do not 
always fit, Mr. Scott, if I may judge. I read here that, by regulation, 
vou had for years required that any small landowner show that he 
had a reasonable production from his land. Even though he had an 
outside job, you restricted him for many years and later you fixed it 
where all he had to do was show substantial production, as I recall 
the words. 

The point I am making is that you have adopted regulations, if 
I understand them, the general effect of which was to restrict your 
lending in certain of these areas. Of course, if you want to cut out 
all lending, vou can do so by restrictive regulations that make the 
borrower unqualified. 

I think some of the actions in recent years have almost had that 
effect. 

HOUSING LOANS 


Mr. Scorr. Mr. Chairman, the action you refer to, I believe, had 
to do with the housing program. For many years the eligibility 
was that they get a very substantial part of their income from their 
farming operations. That was an eligibility test. 

The ‘eligibility requirements were liberalized, in March 1958 as an 
antirecession measure. 
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Mr. Wuirren. You say antirecession measure. Now, is there any- 
thing in the law that loans under the housing authority should be 
handled in such a way as to “pump prime.” Or is the program 
intended to meet needs of people that need funds with which to build 
houses? Now this is the first time that I understood that the Farmers 
Home Administration was an antirecession agency. 


FEDERAL HOUSING ADMINISTRATION LOANS 


It is my understanding that the Congress passed the Housing Act 
and gave to the Federal Housing Authority the responsibility for ‘mak- 
ing funds available to city people to build homes. So far as I recall, 
I don’t remember any requirement that the city people had to make 
their money from any set source of income. | don’t remember any- 
thing in the Federal Housing Authority Act that said that the Hous- 
ing Authority would lend city people money only when there was a 
fear of a recession or some need to pump prime. 

Now, rural people, be they farmers or nonfarmers, don’t fit in the 
general scheme of that law except as they are provided for by your 
agency. So the rural citizen of the United States, not being eligible 
under the rules of the Federal Housing Authority, has to look to the 
Farmers Home Administration. 

Now we find you have been running this as an antirecession sort of 
thing and that the rural people don’t have the right that you have in 
the cities where they can come under the general Federal Housing 
Authority. 

Now, do you think that is sound? 

Mr. Scorr. Mr. Chairman, we have always made these loans only 
to people who are eligible under the authority which the Congress has 
given us. 

Mr. Warrren. When did Congress ever say that rural people bad 
to get their money from a particular source to qualify? Now, isn’t 
that something you said? 

Mr. Scorr. That is correct, but still we were operating within the 
broad authority that you gave us. 

Mr. Warten. But you “limit your operations. Congress gave you 
broad general authority which the Congress thought would give rural 
people “the same rights to borrow money, with adequate protection 
and with adequate collateral, as those in the city. 

Now, in that connection, I would like for you to point out what 
the Federal Housing Authority has done with regard to fully using 
its authority, that is, the total amount authorized for the last 6 years. 
I want to know then what authority you have had and what part of 
your authority you have used? 

Mr. Scorr. All right. 


(The information requested is as follows:) 


Following is a record of the insured mortgage authority of the Federal Housing 
Administration under section 217 of the National Housing Act, as amended, for 
fiscal years 1955, 1956, 1957, 1958, 1959, and 1960, through December 31, 1959. 
This insurance authority is related to the amount of insured mortgages out- 
standing plus commitments to insure mortgages. 
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Federal Housing Administration—Available insurance authority 


| } 
Fiscal year Beginning of Additional Total Net amount 
year | authority used 


_...-.}| $3, 365, 000, 000 $2. 612, 400, 000 
$3, 174, 700, 000 3, 927, 300, 000 1, 218, 400, 000 


ROR ST Ateneo! nis __...| $3, 365, 000, 000 

SED civiinnd a weiiade dain onwobaaoeeasel 752 600, 000 | 

MS f= Nes a a ee 2. 708, 900, 000 | 266, 400,000 | 2, 975, 300, 000 1—101, 200, 000 

1958 3, 076, 500,000 | 4, 000, 000, 000 , 076, 500, 000 3, 725, 900, 000 

1959 i Mae SS 3 3, 350, 600, 000 |__- j 3, 350, 600,000 | 1. 982, 600. 000 

1960 to Dec. 31, 195% iaelecenteril ‘ 1, 368, 000, 000 8, 000, 000, 000 9, 368, 000, 000 2, 830, 700, 000 
{ | 


1 In this fiscal year, new insurance of mortgages was less than the reduction in the outstanding balance 
on mortgages previously insured. 


Following is a record of the funds available to the Farmers Home Administration 
for farm housing loans and the amount of such funds used for fiscal vears 1955, 
1956, 1957, 1958, 1959, and 1960, through December 31, 1959: 


Farmers Home Administration 





| Funds avail- | Net loan obli- 
able | gations 


4 ao ss J | (1) ae ons 

1956 from May 20, 1956__-- ae : 2 $5, 000, 000 | $3, 618, 239 

1957 “ : | 20, 833, 253 
Q: 29 471 

he = 8 450, 000, 000 oe a 

_ ooce - -=< . - | My, O48, ) 

1960 to Dee. 31, 1959..--.-.-.-------- ave is ee ) | 22, 692, 098 


1 None available. 

2?'These funds were made available until expended in the Second Supplemental Appropriation Act, 
1956, approved May 19, 1956. 

? This represents an authorization to borrow from the Secretary of the Treasury for loans during the 
5-year period 1957-61. 


EXTENT OF FARM HOUSING LOANS 


Mr. Wuirten. That is for the record. Now, I believe that you 
had under the act $450 million of authority. Now, accumulatively, 
how much of that have you used? 

Mr. Scott. May I ask Mr. Barnard to answer. 

Mr. Barnarp. Yes, sir. Going into this year we had $337 million 
of the $450 million authorized for the 5-year period 1957 to 1961. So 
that would mean we used about $113 million in fiscal years 1957, 1958 
and 1959. 

Mr. Wuirten. Offhand that shows you folks have been dragging 
your feet in comparison with what the Federal Housing Authority 
has done in the other field. 

Mr. Barnarp. I expect that is true. 

Mr. Wuittren. May I ask you this. We all want to protect the 
Government’s integrity; we want to protect the Treasury; we cer- 
tainly don’t want any loans that will not be repaid. But with all you 
read and hear about the situation that farmers find themselves in, 
when a man has some outside income, he is a better risk than a farmer. 

Mr. Scorr. Often times that has helped that farmer greatly. 

Mr. Wuirtrten. If you were going to lend money today out of your 
own pocket, and I am sure you are financially able to do that, Mr. 
Scott, would you rather not have a borrower with income outside 
agriculture rather than depend entirely on agriculture? 

Mr. Scorr. I would not necessarily say that, Mr. Chairman. 
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Mr. Wuirren. If it was down to those that cannot get a loan any- 
where else, and if he can show you that he made $300 on the farm but 
he had made $4,000 in the city, would you not choose him as against 
a fellow that shows you he might make $2,000 on the farm, and then 
might not make any at all? You know that outside fixed cash income 
is good when you make loans, don’t you? 

Mr. Scorr. That is right, of course. 

Mr. Wuirren. And that the more of that a man has, the more 
secure a loan might be? 

Mr. Scorr. It depends considerably upon the dependability of the 
outside income, as you well know, Mr. Chairman. 


ELIGIBILITY FOR HOUSING LOANS 


Mr. Wuirren. Now, the basic housing authority does not require a 
rural person to be a farmer to qualify, does it? 

Mr. Scorr. I will have to ask someone. 

Mr. Barnarp. The basis for the change, Mr. Chairman, was the 
definition of afarm. Of course, if you want me to read it—— 

Mr. Wuirrren. Whose definition of farm is that? 

Mr. Barnarp. This is the definition that is in effect now. 

Mr. Wuirrren. I know, but who wrote it? 

Mr. Barnarp. We did. 

Mr. Wuirren. You did? 

Mr. Barnarp. Yes. 

Mir. Wurrren. If you wrote it, you can change it anytime you want 
to. 

Mr. BArnarp. And we did in 1958. 

Mr. Wuirren. And you did it in 1958, according to Mr. Scott, to 
help prevent a recession? 

Mr. Barnarb. Yes. 

Me. Wurrren. If the farmers need the loans and rural people need 
them because they are not available for Federal Housing Administra- 
tion loans, what would we have to do to get you to provide them? Itis 
your responsibility y to make the same type of credit available to rural 
people that the city people g get through the Federal Housing Authority. 

Mir. Scorr. Mr. Chairman, I think that the limitation has been 
applied pretty nationwide on this housing where it has been in the 
interests of arriving generally at setups that we have in that to enable 
a farmer 

Mr. Wurrren. Certainly that is correct, but now you didn’t do 
that, Mr. Scott. You said, while you don’t qualify for Federal Hous- 
ing Authority loans, out in the rural area, you can’t come under the 
Farmers Home Administration because your income is not earned on 
the farm. 

Mr. Scorr. We have certainly been trying to keep this credit to 
farm people. 

Mr. Wuirren. Whether it is sound or unsound, I| think it is open 
to some argument. Where the American citizen shows he is getting 
enough income to pay the Government back and qualifies under the 
Federal Housing Authority to get a loan to build a house, if he lives 
out in the country he has to look to you. 

Now, do you feel, since that situation exists, that you have any 
right to give country people less opportunity where the repayment 
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will be made, than the fellow in the city that happens to come under 
the other wing of this housing program? 

Mr. Scorr. Mr. Chairman, we certainly are trying to extend this 
credit to farm families I don’t know that there is any limitations 
on the area or the authority of building and loan associations, banks 
and other institutions that can make housing loans guaranteed by 
the Federal Housing Authority. They don’t have to confine their 
operations to the city limits but can go out into suburban areas. As 
far as I know, nonfarm housing is their field. 

Mr. Wuirren. And you still feel that you should change the re- 
quirements for a housing loan based on whether you think we are in 
recession and need to spend the money, or whether we are highly pros- 
perous and don’t need to spend the money, instead of looking to see 
whether you are carrying out your responsibility to make funds avail- 
able to rural people who may have a wonderful income from some other 
source than farming. Do you think you are sound in operating it on 
that measure? 

Mr. Scorr. Well, Mr. Chairman, I say again to you that we are 
generally trying to confine our loans to farm people and they don’t 
have to be very large operations, provided it is really a farm. We 
varied the program for a period of about a year as an antirecession 
measure. We still made loans that were sound and that were entirely 
eligible. 

Furthermore, on this housing arrangement, it has been the overall 
viewpoint of this administration to make as much use as possible of 
our insured loan program. Whenever insured loan funds were avail- 
able we tried to do as well as we could in that area to save Federal 
funds. That is part of the reason why there is not more of this $450 
million used. 

Mr. Wuirren. But the man that may find out he is losing his shirt 
farming with his price support reduced 20 percent and his costs raised, 
might have to go to town to work. For you to say under those con- 
ditions that you don’t see any recession and can’t make him a loan 
because he is working in town, I just don’t think it is fair, Mr. Scott. 

Mr. Scorr. Mr. Chairman, I referred to this as experimental 
lending. This is the lending that we are doing now, to part-time 
farmers. I think we ought to call them time and a half farmers or 
something else but you know what I mean, farm people that do have 
off-farm income. This agency needs experience in financing folks 
who don’t spend all of their time farming. 

Mr. WuirtEen. Well, now, this is under the Housing Act. 

Mr. Scorr. That is right. 

Mr. Wuirren. Under the Housing Act one agency has responsi- 
bility in town primarily, which leaves you the responsibility in the 
country. This is not a farm program; it is a housing program. I 
think the American citizens, wherever they may be, are certainly 
entitled to fair treatment. 

But we find under your regulation that, whatever he made in town, 
he could not qualify to improve that farm housing. Do you think 
that is right? 

Mr. Scorr. Well, that was where he had what we call a full-time 
job. 

Mr. Wuirren. Yes, but he had this full-time job because he lost 
his shirt farming. He was depending on farm income and he lost out 
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completely. He stayed in the family home there which is rundown 
and got a job in town and wondered why he had not quit farming 5 
years ago. 

He comes to you for loans and you say, “I am sorry, while you lost 
your shirt trying to farm, you have to go back to farming before you 
qualify. I don’t care how good a cre dit risk you are.’ 

Mr. Scorr. Well, Mr. Chairman. we have felt that we ought to be 
very careful. 

Mr. Wuirren. Careful about who? 

Mr. Scorr. In the kind of financing. 

Mr. Wuirren. You mean from a security standpoint? 

Mr. Scorr. No, financing of people that live out in rural areas, to 
confine our financing to the farm people. 

Now, maybe we have been a little bit restrictive in this housing 
area, but I'am sure that there must be a great deal of sentiment 
around over the country to be careful about financing operations 
where there may be some question as to whether they are farm people 
or not. 

PRODUCTION AND SUBSISTENCE LOANS 


Mr. Wuirren. Turning over to the production and subsistence 
loans, for the 6 years you have been in office, Mr. Scott, you have 
urged us to let you more and more rely on insured loans. What is 
your limit on the interest that can be chargec 1 on the insured loans? 

Mr. Scorr. Five percent. No, that is the total. 

Mr. Wuirren. That is 4 percent, plus one-half plus one-half. 


INSURED LOANS 


Now, on these insured loans there have been several times when 
you asked us not to provide any substantial lending authority 
to you, because you felt sure that you could get them from the in- 
sured loan approach. 

How many times have you been wrong about that, due to subse- 
quent developments, Mr. Scott? 

Mr. Scorr. Well, I don’t recall. Certainly our estimates have not 
panned out always, but we have made a very substantial volume of 
insured loans. 

Mr. Wuirren. When interest rates got tight as they are now, only 
a few people were interested. 

Mr. Scorr. With the fixed rate of interest we could pay, we were 
priced out of the market. 

Mr. Wurrren. First, we don’t know whether Congress will go along 
with the administration in permitting the Treasury to sell Govern- 
ment bonds at a higher rate of interest. We don’t know whether the 
Congress will do it or not. 

Secondly, we don’t know if Congress does do it, whether it will 
result in high interest in the private “market as many people think it 
will or whether, as the Administration seems to think, it will result in 
decreasing rates. 

Now, with your experience with insured type loans, don’t you think 
it would be well, if the Congress really believes that these loans are 
essential to provide credit to agriculture, that we ought to play safe 
by giving you sufficient lending authority to meet the foreseeable 
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needs, even though you might be able to do it through the other means 
as against direct loans? 


PENDING LEGISLATION ON LOANS TO FARMERS 


Mr. Scorr. Mr. Chairman, we hope that the Congress will, this 
year, enact this bill that I referred to in my statement. If so, I think 
we could operate this insured loan program very reasonably. 

Mr. Wuirren. Mr. Scott, we appreciate your courtesy in talking 
to us about prospective legislation. But other than the curious 
interest that you and we have, we cannot deal with laws that might 
never be reported by a committee, and might never be passed by 
Congress, and might never get signed. 

So we are talking about something that might never get off the 
tracks, are we not? 

Mr. Scorr. That is right. We know you are interested in it. 
There is considerable interest in the Agriculture Committee. 

Mr. Wuirren. Yes. [ have had no chance to study it, but there 
is nothing in that bill that gives vou any authority that vou do not 
now have, except to assure the higher rate of insurance, is there? 

Mr. Scorr. We have very broad authority indeed. 

Mr. Vuirren. That is right. 

The thing you do not have, and what you want is the right to insure 
loans at the higher rate of interest—at 5 percent. That is about the 
only thing new in the way of additional authority that would be in that 
bill, is 1t not? 

Mr. Scorr. Do you mean the overall bill? 

Mr. Wurrren. Yes. 

Mr. Scorr. There are additional ite ms. <As far as the insurance—— 

Mr. Wurrten. I am not talking about additional items. Your 
authority is so broad and so general now. Other than consolidating 
the sources of your authority, can you tell me one new thing you can 
do under the new bill that you could not do now if you wanted to, 
other than pay a higher inter ‘est rate on the loans? 

Mr. Scorr. For example, in the insured program there is one other 
feature, a new feature we are recommending, that would be to increase 
the size of the revolving fund that we can use in making loans tem- 
porarily. So we can get a block of loans and insure on that basis. 

That is an example of broader authority. 

Mr. Wurrren. As to your revolving fund, what is the maximum 
you can have now? 

Mr. Scorr. We are asking for that to be increased from $5 million 
to $10 million. That is the insured revolving fund, not the other one. 

Mr. Wurrten. Is there a $5 million limitation on the size of it now? 

Mr. Scorr. Yes. 

Mr. Wuirren. You want that increased, do you? 

Mr. Scorr. Yes. 

Mr. Wuirten. That is because, if you got the authority to make 
insured loans and raise the interest rate to bankers and others, that 
you figure the demand would be such that you might need $10 million 
instead of $5 million. 

Mr. Scorr. It takes quite a little time, as you know, Mr. Chairman, 
to get real estate loans worked up and ready to be sold to an investor. 
That is the purpose, to have a reasonable sized revolving fund. 
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FOR PART-TIME FARMERS OBTAINING HOUSING LOANS 





CRITERION 





Mr. Wuirren. What could we do to get you to make available the 
same tvpe of credit to folks that happen to live in rural areas, where 
they show they have adequate income to amortize it on a reasonable 
basis and where they are excluded from the programs of other agencies 
of Government? 

Mr. Scorr. Mr. Chairman, are you referring to the housing now? 

Mr, Wurrten. I am. 

Mr. Scorr. Mr. Chairman, I would like for Mr. Hansen or Mr. 
Smith, who know the program very well, to check me on this—it has 
been my understanding that these eligibility requirements on the 
housing loans were intended to result in a loan on a setup that would 
give reasonable assurance that the applicant could pay for his home 
or whatever other building it was. 

On the one hand, it was intended to screen out those that have 
good e mploy ment, good income, who needs just a residence, you might 
say, out in the rural area, men who ur 1doubtedly, as far as we can see, 
are able to get the financing of their house some .where. 

On the other hand to screen out those who just are not able to 
develop a setup adequate to finance the housing or repay the housing 
loan. To my knowledge we have been trying to carry out the purpose 
of the law. 

Mr. Wurrren. I think you have just failed to realize that vou are 
given a sigaaien of the American people to look after. The Federal 
Housing Authority is given the prime responsibility to look after 
people under a different situation. But with regard to both of you, 
you need to see that the man can repay it. 

I am just trying to show you the end result is to let rural people out 
of the programs. Again I am referring to those where they show you 
that they cannot get the money otherwise. 

Mr. Scorr. I would like for Mr. Smith and Mr. Hansen to comment 
on my understanding about what this policy has been. 

Kirst to screen out the applicant that would have just a residence 
out in the country but had a good income, a business, maybe, in town, 
where it looked to us that he had every basis for getting his house 
financed without coming to Farmers’ Home Administration. Sec- 
ondly to detect pose applications that did not have a reasonable basis 
for the credit. I think we have been trying to handle the rest of the 
field. 

I would like to have it brought out right here, if this is not correct. 

Mr. Wuirten. I would be glad to hear from either one of them. 

Mr. Hansen. I might attempt that. 

The $400 figure, Mr. Chairman, is statutory, and requires that the 
farm must produce $400 in commodities based on 1944 prices. 

Mr. Wuirren. However, if he shows $400, the minimum required in 
the law, that is not enough to suit you. You require more than that 
and have for the last year. 

Mr. Hansen. Historically, this agency has dealt with people pri- 
marily engaged in agriculture. This is another level where we are 
dealing with folks who are more or less rural residents. 

Mr. “Wurrren. You have to determine if he met the minimum re- 
quirements in the statute. When you were trying to stop the reces- 
sion, you went ahead with the loan based on ‘the $400 requirement. 
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The minute the recession eased, vou started requiring him to show a 
substantial part of his income. Is that what happened? 

Mr. Hansen. No. I cannot personally tie it that close to the 
recession. 

Mr. Wuirten. Mr. Scott says that you dropped back to requiring 
him to meet the provisions of the law because of the recession. When 
was that and what did you later require as against the $400? 

Mr. Hansen. Dealing with people who are primarily engaged in 
agriculture was resumed as to applicants applying for loans on and 
after July 15, 1959. 

Mr. WuitteNn. Yes. 

Mr. Wuirren. All we need to do is ask you to discharge your 
responsibility and get back to what the law requires. Would you 
follow the recommendations of Congress, if that went through? | 

Mr. Scorr. Mr. Chairman, could I ask you this question for 
clarification? ; 


LEGAL REQUIREMENTS FOR FARM HOUSING LOANS 


I am not sure, as you were not, when you made your comment a 
minute ago, whether this Housing Act does require a showing of 
inability to borrow somewhere else. 

Mr. Wuirten. I am not trying to cut you off, but could we have 
the pertinent provision in the record at this point? 

Mr. Barnarp. With respect to getting credit elsewhere, the law 
reads as follows: 
that he is without sufficient resources to provide the necessary housing and build- 
ings on his own account, and that he is unable to secure the credit necessary for 
such housing and buildings from other sources upon terms and conditions which 
he could reasonably be expected to fulfill. 

Mr. Wuirten. So you have that degree of protection? 

Mr. Scorr. That is right. 

Mr. Wuirren. The law says in addition to that showing he must 
make at least $400 from farming. 

Mr. Scorr. Yes. 

Mr. Hansen. That is at 1944 prices. 

Mr. Barnarp. That provision reads as follows: 

For the purpose of this title, the term “farm” shall mean a parcel or parcels 
of land operated as a single unit which is used for the production of one or more 
agricultural commodities and which customarily produces or is capable of pro- 
ducing such commodities for sale and for home use of a gross annual value of 
not less than the equivalent of a gross annual value of $400 in 1944, as determined 


by the Secretary. 
Mr. Wauirren. Thank you, Mr. Barnard. 


TRANSITION IN RESIDENCE AND EMPLOYMENT 





Mr. Scott, the reason I have delved into this—and it is rather 
serious to me—is because there has been a movement of industry 
into rural areas throughout the United States, perhaps to a greater 
degree in some areas than others. Further, with the expansion of 
the REA electricity throughout the country, more and more people 
are moving from the city out into what might be termed rural areas, 
several miles from town. 
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Again with the decline in net farm income, there have been many, 
many people who live out in those areas who have had to turn to 
employment in town or in the cities. Some of this has happened nor- 
mally. Some of it has come about because of policies, in my opinion, 
of the present Secretary of Agriculture. But at any rate it has hap- 
pened. Where we have a national program that makes benefits 
available in the housing field through the Federal Housing Authority 
to people in the cities, and through your agency to people living in 
rural areas, it is your responsibility to meet the rural needs. 

I do think your policies have been unsound. I am not trying to 
take away the requirements of the law, and I am not trying to take 
away in any respect the fact that you must require that they show 
you they can repay. 

I would say again that in the farm area I think that dependence 
on farm income is about the poorest basis right now for you to look 
forrepayment. Certainly it is less certain than a salaried job in town. 
But at any rate we will get into that later. 

Mr. Scorr. Mr. Chairman, may I just make this observation, that 
one difference, a rather important one I think now, is the difference 
between Federal Housing rates and Farmers Home Administration 
rates. We do not want to attract unnecessarily townspeople living 
out in the country over to the Farmers Home Administration because 
its rate is substantially lower than the Federal Housing rate. We 
were trying to keep this to family farm people. Our housing rate is 
4 percent. I think you will find Federal Housing is substantially 
higher. We are not arguing that we ought to get ours way up but 
it would make it better if you are going to try to mesh these two 
programs if there were some flexibility in rates for both of them so 
they could move together. 

Mr. Wuirren. That might be. However, in view of the way you 
are carrying this out, I think we ought to put this over under Federal 
Housing Administration. I do not think you folks have done your 
job. 

Conditions this year have shown, as you just testified, that your 
estimates last year on funds for production and subsistence loans 
were underestimated by the Department by as much as $20 million. 


ADEQUACY OF FISCAL YEAR 1961 BUDGET ESTIMATES 


The Budget Bureau let you have $10 million, or is in process of 
doing so. I just noticed that you state in your report that in fiscal 
year 1959 the total dollar volume of all Farmers Home Administration 
loans was $361 million. You expect to lend $292 million this year. 
In 1961 if Congress follows your advice of tying your lands, you will 
have it down to $246 million. 

Since during that period you have added to your normal responsi- 
bilities the soil and water conservation loans, I am just wondering if 
this in itself does not indicate that you are just trying to dry this 
whole program up, Mr. Scott. I am serious in that, because ali the 
records show that farm net income is down, the farmer’s need for 
financing is increasing, and the farm investments required to farm 
are larger and larger. 
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The Secretary says that the big trouble is that farms are inefficient 
units, that the average farmer needs to get some more land so his 
farm will be big enough to have an efficient unit. 

If all of those things be true, I can’t see why you feel that you need 
less and less money to operate this financial institution to which 
farmers in tough times have to turn. 

Mr. Scorr. Mr. Chairman, the reference in your statement that 
there is some appearance that we may be trying to dry this up, that 
is entirely an erroneous conclusion, Mr. Chairman. 

Mr. Wuirtren. There are a lot of folks who do not believe in this 
program and have not believed in it. I do not argue with them if 
that is what they believe. 

But in view of the set of circumstances that I described it is hard 
for me to see how you could figure that you need less money and need 
to loan, unless there be a desire at a high level to kind of dry this 
thing up. 

Mr. Scorr. No. I was going to go ahead and say, Mr. Chairman, 
that the legislative proposals which are in these two bills, the one 
introduced by Mr. Cooley and the other by Senator Allott, represent 
drafting service of the Department. Most all of it is our initial 
thinking. 

There will be very substantial additions to the ability of this agency 
to serve the farm people. We have tried to make as much use as 
possible of insured funds. As you well know, that has not always 
panned out. 

We have some proposed changes in this bill that we think would 
make it practical to get more insured funds. 

Mr. Wuirren. You mean that is the bill before the legislative 
committee? | 

Mr. Scorr. That is right—— 

Mr. Wurrren. Mr. Scott, would it be unfair to ask you and your 
folks to operate under the present law until you get that passed and 
signed? 

Mr. Scorr. We are going to have to do that, I am sure. 

Mr. Wuirren. Mr. Scott, the approach you are making now is the 
same that you made last year. It is hard for me to understand it 
again this year, because last year you underestimated the money 
needed to meet the production and subsistence loans by $40 million. | 

You said, “Mr. Congressman, we need only $160 million for this 
purpose.” And we thought maybe vou were a little underestimating 
it. So the Congress 2 £20 million con- 





rovided $180 million plus ¢ 
tingeney fund. They gave you $40 million more than you wanted. 

Mr. Scott, the Congress was so right that you used up your $180 
million and now need the $20 million contingency you had not asked 
for. 

Now, having had that experience in the current y do you not 
think it is a little hard to accept your judgment in this fic 1a, giving you 
full credit for sincerity? 

Mr. Scorr. This is a changing agriculture we are in, Mr. Chairman. 

Mr. Wurrren. That is right but the departmental attitude in this 
field is as unchanging. 

Now, you understand, Mr. Scott, why I say it looks to me like some- | 
body is trying to dry up the Farmers Home Administration as a means 
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of credit to a broad segment of American agriculture which has to 
show that they cannot get funds anywhere else. 

Mr. Scorr. I think the agency is doing a very splendid job in 
helping thousands of farm families, Mr. Chairman. 

Mr. Wuirtten. I do, too. 


LOANS IN RURAL DEVELOPMENT COUNTIES 


Now, I notice here that you mention rural development counties, 
and I think I should say for the record that I am proud of the develop- 
ment that I see in the relatively few rural development counties in my 
State. I believe there are five. In some States there is one. In 
some States there are three. In my State there are 82 counties and 
only 5 counties have the benefits of this. 

But with all the activity that is being carried on through the 
Farmers Home Administration, through the Extension Service, and 
by everybody in the world, certainly I would think that it ought to 
show some progress. 

We have been discussing here your policy with regard to restricting 
loans for housing in rural areas, but we find, Mr. Scott, in order to 
make a wonderful showing in the rural deve lopment counties that you 
say: 

If you live in one of those counties, we are not going to go back now that the 
depression is over and put the hard treatment to you. You are in a rural develop- 
ment county, so we are going to treat you just like the depression was still on. 
If you just make $400 on your farm, because you live over in a rural development 
county, we are not going to put the regular treatment to you; we are going to 
give you a special treatment. 

Mr. Scott, is there any basis in the world to favor a few people 
because of where they live, as against the people that live in the rest 
of the country? 

My complaint, as the record will show, is not that you made it 
avail: oe in the rural deve lopment counties; but, since you have done 
it there, can you give me any reason in the world why you do not do 
it in the odie counties? 

Now, remember, the segment of the American population that has 
to look to the Farmers Home Administration is not getting the same 
treatment as those that look to the Federal Housing Authority. 
Now, we find that those under your own administration are not 
getting equal treatment. The poor fellow that does not happen to 
live in a rural development county cannot get the same treatment 
as the one that lives in such a county. 

Let me show you where you lead the farmer. The Department says, 
and the Secretary and the President say, “We have too many people 
in these rural development counties. We have to get them some jobs, 
and do this, that, and the other. 

But vou are making the folks move into that county. In my State, 
he has to move out of Union into Tippah County so he ean meet your 
requirements. You are bringing people into a county that already 
has problems because of the decline in agriculture. 

Mr. Scorr. I have not heard of any such moving, Mr. Chairman. 

The explanation of this, I tried to make it very frankly, Mr. Chair- 
man, in my statement, is ‘simply this: that financing of farm families 
that cannot get credit elsewhere, and yet have substantial off-farm 
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income, we think, is a field that we ought to do a little experimenting 
in before we put it in nationally. 

Mr. Wuirren. Now, Mr. Scott, I thought you experimented 
nationally to stop the depression in 1958 

Mr. Scorr. That was in the housing bill. 

Mr. Wuirtren. Well, now, have you a distinction in the production 
and subsistence loans? What is your limitation there? Is the dis- 
tinction in production and subsistence on whether you are in a rural 
development county or not. What is the difference there? 

Mr. Barnarp. Do you want me to read the regulation? 

Mr. Wuirren. I would like you to answer. You can read the 
regulation. 

I would like you to tell us what the difference is. 

If vou live just over the line in Union County, what is it that you 
are not qualified for if you just move across the line in T ippah County? 
Tippah happens to be a rural development county. 

Mr. Scorr. The change applied to operating loans, that is a sub- 
sistence loan and farm ownership loans. 

Mr. Wurrten. Both of them? 

Mr. Scorr. To individuals residing in development counties. 

Mr. Wuirren. Are you not afraid you are going to make a lot of 
people move into those rural development counties, further aggravat- 
ing the situation, having more unemployed people there and making 
them go back to farming so they can qualify? 

Mr. Scorr. I suppose there would be some. I do not know. 


ADMINISTRATIVE EXPENSES 


Mr. Wuirtren. We note that, in spite of reduced amounts, you are 
asking for an increase in personnel, and your statement gives the 
reasons therefor. 

Now, do you not think you would need fewer people instead of more 
people, if Congress should go ahead with your request to scale back 
the amount of these loans? 

Mr. Hansen. Mr. Chairman, there is always room for some adjust- 
ments here and there, but I am convinced that we could not get any 
thinner staffing and still service the loans outstanding and give service 
to farm families who apply to us. 

We have many areas now where the supervisor covers several coun- 
ties. Certainly it would not be fair to the employee nor to the farm- 
ers to be any more thinly represented in those areas. 

Now, there may be some spots where we could make some minor 
adjustments, but on the whole I think we are a minimum staff to be 
of service in this field. 





BONDING OF FHA AND OTHER GOVERNMENT EMPLOYEES 








Mr. Wuirren. My attention has been called with regard to the 
‘armers Home Administration that you have a type of bond that 
requires the bonding company to pay back any losses by reason of 
neglect on the part of your agents. The result is that, if any repay- 
ment is made, then, of course, the company goes back on your agent. 
One or two cases have been called to my attention. 
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Is it congressional or departmental policy that you require a man 
in the Farmers Home Administration to be personally responsible for 
any losses the Government might have by reason of some oversight. 
Yet we get to the Commodity Credit Corporation, which is dealing 
with $1434 billion where in my judgment some mistakes of judgment 
and neglect probably cost us several hundreds of millions of dollars. 
| know there have been decisions in prior times by the Solicitor of the 
Department which cost $300 million. We find in those cases no claim 
has been made against the individual, none at all. Here when we get 
in an area of small loans, those who cannot get it elsewhere, we find 
that situation prevailing. 

What is the story in connection with the tight bonds required of 
various personnel in the Department? Could we have that in the 
record? 

Mr. Hansen. I will ask Mr. Smith to comment on that. 

Mr. H. Smirx. Yes. The Farmers Home Administration through 
the Department has all of its county supervisors and county office 
clerks, one employee in each State office, and some employees in our 
finance office covered by what is known as a group Department bond 
that is negotiated and paid for by the Government. It does not cost 
the emplovees any of their personal funds and the bond is negotiated 
and contracted for pursuant to Public Law 323 that was enacted by 
Congress in 1955 and covers the bonding requirements of Federal 
employees generally. 

But the statute does require that the bond be a faithful performance 
bond and in connection with that requirement it makes it not possible 
for the Department to distinguish between losses incurred by the 
Government arising out of dishonest acts or out of mishandling of 
cash as opposed to acts by employees covered by the bond that are in 
the field of negligence in performance of their duties. 

Now, the type of losses that you in the past have called to our 
attention in several instances fall into this third category, namely, 
losses resulting to the Government by the failure of the employee to 
properly perform the responsibilities required of him in the making 
and servicing of loans. That particular coverage is made necessary 
by the wording of the statute under which this bond is purchased by 
the Department. 

In other words, the Department or the Agency does not have au- 
thority under the Public Law 323 to purchase what is normally pur- 
chased by a credit institution on its employees, namely, a bond to 
cover against money losses or dishonest acts. We did have to cover 
this third type of losses. 

Mr. WuirrEen. The case that came to my attention was one where 
an employee rendering fine service to the Government for many, 
many years, through inadvertence had failed to take a waiver from a 
landlord in what amounts to a rather small amount. As a result 
when the Government did happen to foreclose to collect its loan, and 
again it was a very small loan, the landlord, not having waived, took 
a considerable part of the assets for rent. 

While that is to be regretted, and while it could be under some cir- 
cumstances all Federal employees ought to be responsible financially 
in such eases, the thing that gets me is that it conte to your agency 
but apparently does not apply to the Commodity Credit Corporation 
employees, or many other people in the Department. 
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So at this point in the record I would like the pertinent provisions 
of the act, the pertinent provisions of the bond, and I would like to 
know who in the Department is covered and who is not. 

(The information follows :) 


Pertinent provisions of Public Law 323, 84th Congress (6 U.S.C. 14), and the 
Department of Agriculture position schedule bond effective January 1, 1960 are 
as follows: 

PUBLIC LAW 323 
“ach bond * * * shall be conditioned upon the faithful performance of the 
duties of the individual or individuals so bonded. * * * For purposes of this 
section, the term ‘faithful performance of the duties’ shall include the proper 
accounting for all funds or property received by reason of the position or employ- 
ment of the individual or individuals so bonded and all duties and responsibilities 
imposed upon such individual or individuals by law or by regulation issued pur- 
suant to law.” 
THE POSITION SCHEDULE BOND 


“That in consideration of a premium, American Casualty Company of Reading, 
Pennsylvania, a corporation organized under laws of the State of Pennsylvania 
hereinafter termed Surety, hereby agrees to indemnify the United States of 
America, hereinafter termed Obligee, against any loss or losses which any indi- 
vidual now or hereafter filling any position named in the attached Schedule of 
Positions of the United States Department of Agriculture, or in any endorsement 
thereof, may directly or by collusion with others, cause to the Obligee during the 
term of this bond, through the failure of such individual while filling such position 
to effect the faithful performance of the duties imposed upon him by law or by 
regulation issued pursuant to law, not exceeding, however, for each individual 
the amount or amounts shown by the title of the position or positions filled by 
him as stated in such Schedule or endorsement. 

“The term ‘faithful performance of the duties’ shall include the proper ac- 
counting for all funds or property received by reason of the position or employ- 
ment of the individual or individuals bonded hereby and the discharge of all duties 
and responsibilities now or hereafter imposed upon such individual or individuals 
by law or by regulation issued pursuant thereto and the term ‘regulation’ shall 
include any written rule, order, or instruction issued pursuant to law.’’ 

With the exception of Commodity Credit Corporation, Federal Crop Insurance 
Corporation, and agricultural stabilization and conservation committees, officers 
and employees of the Department of Agriculture are bonded under the provisions 
of Public Law 323, 84th Congress, approved August 9, 1955. The bonding re- 
quirements in connection with Commodity Credit Corporation activities are 
provided for by blanket bond procured under authority of the Corporation’s 
Charter Act (Public Law 806, 80th Cong.). This bond provides for indemnifying 
the Corporation against any loss of money or other property caused by the fraud 
or dishonesty of any employee or employees. It does not cover the ‘faithful 
performance of duties’ of employees. The protection requirements of the 
Federal Crop Insurance Corporation and employees of the agricultural stabiliza- 
tion and conservation county committees are provided in each case by an in- 
demnity fund established from unobligated balances and augmented as required 
from unobligated balances at the end of the fiscal year. This is a self-insurance 
type operation to protect against loss of funds or property. The fund does not 
insure the “faithful performance of duties’’ of employees. The above coverage 
was at Government expense prior to approval of Publie Law 323 even though all 
other employees of the Department required to be bonded before January 1, 
1956 had to pay their bond premiums. 

Employees of 15 agencies currently assigned to 6 different positions are bonded 
at Government expense under the Department position schedule bond negotiated 
pursuant to Public Law 323, 84th Congress. In accordance with the statute and 
regulations this bond insures the “faithful performance of duties’’ of the em- 
ployees covered. The bonded positions are certifying officer, collection officer, 
agent cashier, chief of field party, assistant disbursing officer and imprest fund 
cashier. About 10 percent of the bonded employees are certifying officers re- 
quired to be bonded by the Certifying Officers Act for specific duties and about 
6 percent occupy agent cashier or disbursing type positions also required to be 
bonded by specific legislation. Kmployees occupying these positions were re- 


quired to pay their bond premiums from personal funds prior to approval of 
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Public Law 323 and their bonds were required by statute to contain faithful 
performance type provisions similar to the provisions of Public Law 323. The 


remainder or about 84 percent of the positions bonded are collection officer-type 
positions occupied primarily by county office personnel of the FHA where bond- 


ing is required by administrative decision. In addition, all employees requiring 
ponds for travel advances are covered by the position schedule bond but only to 
the extent of the unpaid advance. All of these employees also were required to 
pay their bond premiums from personal funds prior to approval of Publie Law 323. 


Mr. Wurrren. Mr. Marshall. 

Mr. Marswauu. Mr. Chairman, it was my privilege to work with 
the Farm Credit Administration and the Farmers Home Administra- 
tion, for several years. 

I would like to join with you, Mr. Hansen, in your statement where 
you state that dedicated people are working with the organization. 

Mr. Hansen. Thank you. 

Mr. MARrsHALt. My experience in working with the program 
was such that I gained a great deal of confidence in the program 
because of the high caliber, dedicated people working with the 
program. 

It was my privilege last fall to be invited by County Supervisor 
Harold Brown and Assistant Supervisor Paul Beeman, to go out into 
Pine County and review some of the work that was being done in 
Pine County. 

Unfortunately, we had a day that was not a very good day. It was 
arainy day. The county committee and other interested citizens had 
been invited. It was a small group. I was impressed with what I 
saw, which seemed to me that the loans that I saw were loans that 
were indeed helping the farm families. The loans were right down- 
to-earth and the farm families were making good use of the money 
and services provided. 

I was particularly impressed with the sound knowled ve and reason- 
ing shown by the farm committee which you appoinied. 

I thought in that program that it was a well-balanced program. 
Judging by what I observed and heard as short a time ago as 2 weeks, 
that some of the people who have been appointed to county supervisor 
who are college men who are just out of college, without having any 
farm experience, could make more use than perhaps they are making in 
some instances of this committee which you appoint. 

It would seem to me from what I have been able to observe it might 
be a recommendation on my part to you to review the people whom 
you recommend as your county committee on the basis of their 
experience and the basis of being able to help the new man who may 
lack some practical experience in the field of agriculture. 

It seems to me that just occasionally, and maybe not too often, but 
just occasionally some people who have been appointed are people who 
are not equippe -d, because of a lack of understanding or for some other 
reason, to give this young county supervisor the proper advice to 
benefit from experience. 

The problem of farm operating loans, production and subsistence 
loans, to me, has always been the real heart of this problem. The value 
of giving the young family the assistance that they need to get started 
in farming i is the real heart of this program. 
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STATUS OF LOAN FUNDS, FISCAL YEAR 1960 





How much money do you have from our last year’s appropriations 
for production and subsistence loans that was unobligated as of 
January 1 and how much will you have unobligated on June 30° 
Can you give me those figures? 

Mr. Barnarp. Yes, sir; as of February 29, the latest date. 

Mr. Wuitten. Yes, sir; that will be preferable. 

Mr. Barnarp. Mr. Marshall, we had obligated about $139,785,000. 
We had set aside in addition about $21,200,000 for loans to indebted 
borrowers; what we call subsequent loans. 

So the total burden on the fund on February 29 was around $161 
million out of the $180 million regular authorization. 

With respect to the $20 million that was discussed earlier, it was 
proposed by us that that be divided $15 million for operating loans 
and $5 million for farm ownership loans so that the total availability 
for operating loans if the entire $20 million were released would be 
$195 million. 

Mr. Marsuauu. I wonder if you could supply for the record the 
total amount of money which you have collected this past year as 
compared with the money that you loaned out. Could you do that? 





COMPARISON OF FUNDS LOANED AND COLLECTED 



















Mr. Barnarp. I have it right here. 

Mr. MarsHatt. All right. 

Mr. Barnarp. Including the direct and insured loans, there was 
put out last year, in fiscal year 1959, $359,727,000. That is obliga- 
tions for loans. The collection of principal and interest, including 
the collections on insured loans, was $338,758,000. 

On the direct Government loans alone, the obligations for loans 
were $321,500,000 and the collections were $315,862,000. 





















ADMINISTRATIVE COST OF MAKING LOANS, 





1951 VERSUS 1959 





Mr. MarsHatu. In connection with making loans, what is your 
administrative expense as a cost, per average cost, of making a loan, 
and how did that compare with 1951? Could you supply that for the 
record? 

Mr. Barnarp. I will have to supply that for the record on a com- 
parative basis, yes, sir. 
(The information follows:) 


The average cost of making loans can be computed with respect to county office 
costs through a system of workload measurement which the Farmers Home 
Administration has developed and which considers the relative amount of time 
required by the average county supervisor and clerk to perform the various proc- 
esses involved in servicing during the year each type of loan outstanding at the 
beginning of the year and making and servicing each type of new loan during the 
year. In fiscal year 1951 individual work unit salaries and travel costs for all 
county offices was $34.32. In fiscal year 1959, the same salaries and travel costs 
per work unit was $60.59. 

Under the workload system, making an adjustment-type operating loan to 4 
full-time operator of a family-type farm and servicing this loan during the balance 
of the same fiscal year is rated at three work units. Therefore, the county office 
costs of making and servicing one of these type loans in fiscal year 1951 was 
$102.96, and in fiscal year 1959 was $181.77. Two of the factors involved in the 












lations 
as of 
re 30° 


5,000, 
lebted 


1 $161 


it was 
loans 
ubility 


ild be 


rd the 
ear as 
that? 


e Was 
bliga- 
uding 


loans 


your 
loan, 
or the 


com- 


- office 

Home 
f time 
| proe- 
at the 
ng the 
for all 
| costs 


1 toa 
alance 
office 
1 was 
in the 


501 


increased work unit costs between the two periods are the 39 percent increase in 
the average salary which was $3,563 in 1951 and $4,965 in 1959, and the increase 
in travel costs including an increase from 7 to 8 cents in the mileage allowance 
and an increase from $6 to $8 in the per diem allowance. Other factors include 
the added time required to make and service a loan in 1959 compared to 1951 
based on the increased average size of loans which require more intensive investi- 
gation, added attention to efficiency of operations, and so forth. 

Mr. MarsHauu. It has been called to my attention that there have 
been some instances where people were dismissed from employment of 
the Farmers Home Administration, that it was later found to be neces- 
sary to reimburse them for salaries. 

Could you supply for the record at this point the total amount of 
money that you had to spend for such purposes in 1952? 

Mr. Hansen. Yes, sir. 

(The information follows:) 

It is assumed that the information desired covers former State directors of the 
Farmers Home Administration who were separated under authority of section 6.4 
of civil service regulations in effect at the time of the separation during the calendar 
year 1954. Employees appealed and were ordered restored in accordance with 
the provisions of revised civil service regulations contamed in the Civil Service 
Commission’s Departmental Circular 789, dated January 24, 1955. There were 
six former State directors involved and the total appropriation charge in connec- 
tion with compensating them for the period during which they were not employed 
was $43,245. 

Mr. Wuirtren. Mr. Andersen. 

Mr. ANprerRsEN. Mr. Chairman, I would first like to express my 
appreciation to these gentlemen across the table for the fine manner 
in which, to my personal knowledge, at least, they have conducted the 
affairs of this great program. I think they have done a good job. 


BUDGET FOR FARM OPERATING LOANS 


What I wanted to go into, Mr. Chairman, is the possible adequacy or 
inadequacy of the new production and subsistence loan authorization 
requested for this coming year. 

Mr. Hansen, might I ask of you how much did you request of the 
Department of Agriculture for this particular item when you put in 
your original request to the Department? 

Mr. Hansen. By programs, Mr. Andersen? 

Mr. ANDERSEN. No. I am referring to—— 

Mr. Hansen. Operating loans? 

Mr. ANDERSEN. Operating loans. 

Mr. Hansen. My request, sir, was $180 million, with a contingency 
of $20 million for use either for operating or for farm ownership ‘loans 
but not to exceed $5 million for farm ownership loans. 

Mr. ANpERSEN. In other words, you requested a total availability 
of about $200 million; is that correct? 

Mr. Hansen. Yes, sir. 

Mr. ANpERSEN. For fiscal 1961? 

Mr. Hansen. That is right, sir. 

Mr. ANpERSEN. How much would be a comparable figure for 1960? 

Mr. Hansen. The same figure, sir. 

Mr. ANDERSEN. In other words, you are requesting the same figure 
exactly as you had available in 1960 fiscal year? 

Mr. Hansen. That is right, sir. That was the agency estimate. 
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Mr. AnprerseN. The $200 million that you had available in fiscal 
1960, is that all that Congress permitted under the bill last year to 
be available, including contingency? 

Mr. Hansen. For operating loan, that is right, sir. 

Mr. Anpersen. All right. In other words, we have the same 
pattern, do we not? 

Mr. Hansen. Yes, sir. 


FARM OPERATING LOANS IN MINNESOTA 


Mr. ANDERSEN. Now, I wanted to get down to my State of Minne- 
sota, specifically. There re a total number of loans during 1959 
fiscal year in Minnesota of 1,437, totaling $4,012,229. 

Now, what are the same a for fiscal 1960-—that is, in approxi- 
mate proportion—up through February 29, 1960? Would you show 
any increase or decrease in that particular ficu re? 

Mr. Barnarp. As of February 29, 1960, in Minnesota, the obliga- 
tions for operating loans tote = $2,641,000. There was a balance 
available to the State of $1,359,000, not counting any funds from 
this possible contingency. 

Mr, Anpprsen. In other words, fiscal 1960 then appears to be 
running about the same as fiscal 1959 

Mr. Barnarp. The current allotment to Minnesota for 1960 is 
within $12,000 of the actual usage in 1959. 

Mr. ANprrsSEN. Now, Mr. Ee I want you to get into the picture 
at this point. I think Mr. Marshall will bear me out, will vou not, 
Mr. Marshall, in this statement, that according to the best figures 
available, the gross income to the farmers of Minnesota dropped 
$100 million below that of the previous year. 

Mr. Marsuauu. In 1 vear from 1958 to 1959, the farm income in 
Minnesota dropped $100 million in that period. 

Mr. ANDERSEN. Mr. Seott, that points to another question IT want 
to ask of you. I think you will agree that with that drop in the 
gross income in iiicacasae of $100 million in calendar 1959 below 
that of 1958, there will undoubtedly be more applications for produc- 
tion and subsistenance loans than perhaps you have really estimated. 
Would you agree with me on that? 

I do not think you can take $100 million out of the gross economy 
of agriculture in the one State and of course when I make that remark 
latins to Minnesota, of course we also know that South Dakota and 
North Dakota were in the same situation. That was the low spot 
in the economy of agriculture in the United States this last year. 
That was borne out by the fact that the crop insurance people told 
us, that 62 percent of the loti al payments on policies to farmers in 
the United States came as losses in those particular States. That 
was 62 percent of the total paid out by crop insurance. 

Now, the point [ am interested in is this, Mr. Scott. Suppose you 
do have a run this coming spring of applications from farmers who 
along in April and May, when they get into trying to produce another 
crop, will find that because of the fact they were hit pretty badly last 
year they will be coming to you people for credit in order to keep 
moving with their farm operation. If a lot of those applications do 
come in, gentlemen, then what will be the position the State of Min- 
nesota—and I am taking this just as an example—what position will 
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those farmers be in? Will you only have at the most this same amount, 
$4,012,000, as was the case the past 2 years, to the farmers of Minne- 
sota? Would that be the case, Mr. Hansen, or would you want to 
answer that? 

Mr. Hansen. Mr. Barnard has the allocation figures. 

Mr. ANDERSEN. Mr. Barnard, what could be the most that you 
could possibly allocate to Minnesota, where it could show need during 
this coming year? 

Mr. Barnarp. Within the current—— 

Mr. ANDERSEN. I am speaking of the calendar year, Mr. Barnard. 

Mr. Barnarp. Within the current amount of $180 million, ex- 
cluding the receipt of the contingency authorization we can only 
allot about what we allotted last vear. 

Mr. ANDERSEN. That is the point I want to bring out here. 

Mr. BarNnarp. Except Minnesota does have, and I think this 
should be brought out, a large balance of what are known as State 
Rural Rehabilitation Corporation funds that would be available for 
this purpose. Minnesota does have an increase in loan applications 
through January of 28 percent over last year. 

Mr. ANDERSEN. They do have an increase in applications? 

Mr. Barnarp. This year. 

Mr. ANDERSEN. In other words, you have that many more appli- 
cations on file? 

Mr. Barnarp. For operating loans. The U.S. total is less, but in 
Minnesota, it is 28 percent over last year. 

Mr. AnpErRsEN. Would you not say, Mr. Barnard, that that figure 
will even become greater in proportion as time goes on in the spring. 

Mr. Barnarp. I think mathematically it would; yes, sir. 

Mr. AnprerRsEN. You said there is a large amount available in the 
other fund. How can Minnesota farmers qualify for a portion of 
that if need be? Say if this $4 million runs out, then what is the 
situation? 

Mr. Barnarp. We would undoubtedly make those funds available 
to Minnesota if they found that they needed them. 

Mr. ANpEerRsEN. Is the same thing true about the Dakotas, that 
were equally hard hit? 

Mr. Barnarpb. In South Dakota I think there is this large differ- 
ence. They suffered a drought out there and a great many counties 
in the State have been designated for emergency loans. They can 
utilize those funds. That—— 

Mr. ANDERSEN. Would that be true of North Dakota? 

Mr. Barnarp. That would also be true in North Dakota. 

Mr. ANDERSEN. Your analysis shows here a commendable percent- 
age of repayment by Minnesota farmers under production and sub- 
sistence loans. In fact, the figure is 98.6 percent of the accrued 
maturities of the principal due. I think that is a wonderful repay- 
ment record. 

Mr. Scorr. Very good. 

Mr. Anpprsen. Mr. Hansen, along about May, if I come to you 
and try to convince you that we need about $2 million, more or less, 
to be pumped as production and subsistence loans, say, in my con- 
gressional district alone, and I am estimating that you will get at 
least that many more demands, because of the fact that we are at a 
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near disaster level there in that area, what can you do about that, 
then, if we only allow you the budget request for new authorizations? 

Mr. Hansen. If funds were unexpended elsewhere we would at- 
tempt to adjust them to fit the needs wherever they existed. Of 
course if the funds were expended, there is nothing we could do. 

Mr. ANDERSEN. You would have to tell these farmers that the 
money simply was not available, would you not? 

Mr. Scorr. There might be some disaster funds available. Your 
conditions are rather acute up there. I do not know whether they 
would qualify for that. 

Mr. ANpERSEN. Conditions are tough, but I would not say neces- 
sarily that they were at a disaster level. 

Mr. Scorr. I do not know. That would be a matter of what the 
facts are. 

Mr. ANDERSEN. That would be a matter for determination. 

Mr. Scorr. That is right. 

Mr. ANDERSEN. But, frankly, Mr. Chairman, I am worried on this 
point. I do not think that we will have the loan authorization here 
as far as Minnesota is concerned. Of course, if that is the case with 
Minnesota, it naturally applies more or less in the same degree to other 
sections of the country. I do not want to be provincial but I know the 
condition in Minnesota. I know that we lost $100 million gross in 
Minnesota compared to the year before in the farming operations. 
There is bound to be a reaction, Mr. Hansen, to try to make up even 
5 or 6 percent of that $100 million loss. The farmers cannot endure 
not receiving $100 million that they received the previous year and 
not show some effect, at least, on the bottom fringe financially as to 
their financial ability to keep in operation. 

And that is why I estimate that you will receive considerably more 
applications than you gentlemen expect from that belt afflicted first 
by drought and then Dy soft corn later on in the year, and that 
includes a big section of the Dakotas and also western Minnesota. 

That is about it, Mr. Chairman. I just wanted to bring that into 
the record. 

Your final answer, then, would be, Mr. Hansen, that really there is 
no fund for you to draw on, is there, beyond the $4, 012, 000? 

Mr. Wuirren. Is this production and subsistence? 

Mr. ANDERSEN. Yes. 

Mr. Warrren. They just testified earlier that last year we provided 
$180 million plus the $20 million contingency. 

Mr. ANDERSEN. That is right. 

Mr. Wurrren. And Mr. Scott testified that the Secretary of Agri- 
culture was advised today that the Bureau of the Budget is releasing 
$10 million of that $20 million contingency. 

Mr. ANDERSEN. I brought that out in the record earlier, Mr. Chair- 
man. I am talking about the allotment for Minnesota, now. 

Mr. Barnarp. Every State, of course, is not as fortunate as Minne- 
sota, as Mr. Marshall knows. But the Minnesota Rural Rehabilita- 
tion Corporation has a large balance. I do not know how large, but it 
is $2 million or $3 million. 

Mr. ANDERSEN. The point I wanted to bring out here, Mr. Chair- 
man, was that I feel in my case that my State and Mr. Marshall’s 
home State will not have the proper avenue for help that we expect it 
should have through this great agency in time of trouble, and that may 
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also apply to other States equally. I just question very sincerely, 
gentlemen, the fact that you do have enough here in the budget for 
new loan authorizations for this specific problem. 


FARM OPERATING LOAN FUNDS FOR REMAINDER FISCAL YEAR 1960 


Mr. Chairman, I want to give either Mr. Hansen or Mr. Scott an 
opportunity to now answer the problem I have brought out as to the 
possible availability or nonavailability of these funds in case of need 
for that particular area. 

Mr. Hansen. Mr. Congressman, are you speaking of for the year 
from now? 

Mr. AnpERSEN. I am speaking of this particular calendar year. 

Mr. Hansen. This particular year. 

Mr. ANDERSEN. Because after all, you have very little available 
for this year’s operation, do you, Mr. Hansen, of uncommitted funds? 

I think you have about $20 million nationwide. 

Mr. Hansen. Yes, sir. 

Mr. H. Smiru. Mr. Andersen, yes, the unobligated initial funds as 
of now in the operating loan category for nationwide lending is around 
$20 million. But in addition to that item the Department also has 
available to it the contingency fund amounting to $20 million, which 
the Department has requested the Budget Bureau to release. 

Mr. ANDERSEN. Of which you were going to release $15 million for 
this purpose. 

Mr. H. Smiru. For operating loans, that is right. 

Mr. ANDERSEN. So in reality you have about $35 million available 
from February 29 to June 30, is that not it, Mr. Smith? 

Mr. H. Smiru. That is right including the entire contingency. 
From what information we have available with respect to the demand 
for loans of the nature of the kind you and I have reference to, we 
think we can fairly well meet the needs for these loans all over the 
country, including your areas you are talking about. 

Now, the matter of next year’s budget that is before the committee 
at the moment, the operating loan item is $154 million rather than 
the $180 million that 1s in the 1960 budget. 

Mr. ANpERSEN. So that would put a still further straitjacket on 
that part of it, would it not? 

Mr. H. Smiru. There would be less funds available to the several 
States, that is correct? 

Mr. AnpERSEN. That is correct. 


REPAYMENT RECORD 


Mr. Chairman, the point I am trying to bring out is this: That 
when you have a repayment record of 98.6 percent repayment by the 
farmers, I am referring to Minnesota, on these production and sub- 
sistence loans—if any such average repayment record obtains around 
the United States, I presume it is a little bit lower on the average for 
the United States. 

Do you know offhand, Mr. Hansen, the percentage for the entire 
United States? 

Mr. Hansen. Mr. Barnard has the figures. 

Mr. Barnarp. As of June 30, which was the date you were reading 
from, it was 95.1 percent. 
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Mr. AnperRsEN. And 95.1 percent is the figure. I have been 
studying this; 95.1 percent is the figure nationwide. 

In other words, the most that the taxpayer will possibly lose would 
be nationwide 5 percent of the total loaned. That is better than it 
was 3 or 4 years ago, and I believe then I think we were very well 
pleased because of the fact that 93 percent were being repaid. 

Now, you gentlemen have that figure up to 95.1 percent. That is 
very commendable. 

But at the same time it also leads me to believe that perhaps we can 
be a little more generous, Mr. Marshall, in the amount of money 
put out where a definite need can be shown based upon the fact that 
we can be pretty well assured that that money is going to come back, 
except maybe 5 percent, and, secondly, based upon the fact, ge ntle- 
men, that this is really your province. That is the provine e that 
Congress gave you and for which people like us have supported you 
for 15 years in this subcommittee. When the farmers need help they 
have no other place to go. If they cannot get the money at the bank, 
they have to come to you. That is why I consider from the bumane 
point of view and the financial point of view the Farmers Home 
Administration is about the top agency in the Department of Agri- 
culture. 

I have certainly been disappointed, Mr. Marshall, that we cannot 
put an adequate amount in this bill to take care of these potential 
needs which I feel we can see coming right today because of that 
figure of $100 million lost in Minnesota economy alone last year. 

Mr. MarsHauu. If my colleague would yield to me? 

Mr. ANDERSEN. Yes, sir, go ahead. 

Mr. Marsnauu. I think right in connection with your remarks 
it should be pointed out that the administrative costs will remain 
pretty fairly constant. 

It could be handled with approximately the same administrative 
cost they have now. 

Mr. AnpERsEN. I do not think the administrative costs in that 
instance would raise a nickel. That is a fact. 

In fact, Mr. Marshall, it might be that some of these farmers who 
were worried about how they were possibly going to get along would 
consume so much less time with their worthy request of the county 
supervisor, if that request were granted to start with, rather than to 
have to bother him 10 or 15 times through 2 or 3 months. 

I can see where it would not cost an additional nickel in adminis- 
trative expense. Have you any further comments as to whether you 
think it is sufficient or not? 

Mr. Scorr. No, I believe not, Mr. Andersen. 

Mr. Anprersen. Mr. Chairman, one more subject that I would 
like to go into on the record very briefly, and I wish you would com- 
ment on it, too, Mr. Chairman. 


REVOLVING FUND FOR FHA OPERATIONS 


Mr. Scott, I notice that you have reference to the advisibility of a 
revolving fund for the operations of the Farmers Home Administra- 
tion. 

Now, I think you know that the Appropriations Committees of the 
Congress are very reluctant to create any revolving funds anywhere 
and that is because of the past experience with such. 
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It is the general feeling of the Appropriations Committees that with 
the creation of these revolving funds, the Congress eventually loses 
control of that particular agency’s funds or department’s funds largely 
because of the fact that there develops a lack of interest in the opera- 
tions of that particular agency. 

And I would have to say today that I am opposed to any such 
possibility, gentlemen. That is largely from the viewpoint of the 
Congress losing part of its control over the fiscal affairs of this Nation. 

Mr. Wuirren. I[ can appreciate the gentleman’s feeling, and if it 
is handled in such a way as to do that, I would question it very 
strongly, too. However, I am of the opinion that your proposal would 
provide for the Congress hearing the budget just as now. I think 
the fear that my friend of Minnesota has, while a good one, could be 
protected against in the legislation itself. 

There would be certain advantages. I think in some areas of the 
Department repayments have reached a point where it is close to the 
total cost of operation, particularly with regard to the national forests, 
where the returns from sales would somewhat compare with the overall 
cost. 

The rate repayment in REA has reached the level where there is a 
substantial percentage of the average year’s loans, and I am sure for 
the Farmers Home Administration that that picture is improving in 
the same way. 

It would give the Congress and the agency a chance to show in the 
budget the net difference between collections and expenditures. Of 
course, we can do that by reporting it already, but the overall budget 
as it would appear annually, would be in a reduced amount. 

Mr. ANDERSEN. May I point out, Mr. Chairman, in response to 
your comments, the one particular Corporation over which this sub- 
committee is supposed to have financial scrutiny, at least. I refer to 
the Commodity Credit Corporation which, of course, utilizes funds 
which come into it from sales of commodities, and so forth, 

I believe, Mr. Chairman, that we on this subcommittee know less 
about the operations of that Commodity Credit Corporation, with all 
of its huge ramifications, than we do of any other branch or part of 
the Department of Agriculture, because of the fact that that is the 
system, gentlemen. 

That is my personal opinion. 

Mr. Marsuwauyt. Would my colleague yield to me? 

Mr. ANDERSEN. Yes, I will yield, Mr. Marshall. 

Mr. Marsua.u, It is rather interesting to hear that. As far as we 
in Minnesota are concerned, we have some of the rural rehabilitation 
money up there that is used for almost the identical purposes of 
production and assistance loan money. And that is on the revolving 
basis and has been on the revolving basis since its inception. There is 
a great deal of advantage in having some funds available on a revolving 
basis, because certain times of the year when this money is repaid it 
could be reloaned out and has been done that way in the past. | 
believe that this committee in our reviewing of the Farmers Home 
Administration has not been placed in any embarrassing position 
because of this fund, I am sure at the same time that the farmers in 
the State a good many times have had a lot of value because of the 
availability of those funds on a revolving basis. 
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Mr. ANDERSEN. Mr. Marshall, you would, however, limit the 
amount of such funds, would you not, which were permitted to be in 
that revolving fund. 

Mr. MarsHa.u. I am not sure that from our standpoint, and we 
are here trying to get these people to have a program which they can 
operate efficiently, that the level of the fund would ever get to the 
point that we would not have control over them. 

Mr. AnperseN. Mr. Marshall, just what good would such revolving 
fund do that we are not doing under the present system; that is, 
speaking of the Farmers Home Administration, speaking about the 
end recipient, the farmer, who needs help? 

Mr. Wuirren. When I said revolving funds might have some ad- 
vantages, 1 meant that. But I also mean that, in connection with 
authorizing that approach, it could easily be providing in the legis- 
lation that the plans of the Department and the use of the rev olving 
fund would be a matter of annual determination by the Congress, 
and the use of the funds would be limited in the same way that they 
are now limited. 

The only difference would be that instead of having to make a flat 
authorization from the Treasury, presumably the agency would hold 
its collections each year. Then we would authorize the uses of funds 
which you had on hand from collections as well as borrowing from 
the Treasury. But you could clearly protect it. 

Mr. Grant. That is precisely the recommendation as it has been 


drafted. 
REVOLVING 





FUND COMPARED TO CCC OPERATIONS 


Mr. Wuirten. With regard to the Commodity Credit Corporation, 
I think this committee is just as thoroughly familiar with the Com- 
modity Credit Corporation and its operations as we are with any 
equivalent amount of business that comes before us. The Com- 
modity Credit Corporation deals with a wide variety of commodities, 
and a wide variety of programs, and it is used for many purposes. 
I would say for the record that the Commodity Credit Corporation 
was created as a corporation and was given borrowing authority, 
because it was for the purpose of buying and selling. It ‘had to have 
the powers of a corporation to move promptly in order to carry on 
that big a business. 

The very nature of its job is such that it cannot be dependent upon 
annual authorizations. But now under existing law they are charged 
with supporting commodities at given levels. Nobody can say what 
the total production of any commodity is going to be in advance. 
They have that job, and they do it. In addition, Congress has given 
them the duty of disposing of various farm commodities under Public 
Law 480 in legislation. 

We have given the Commodity Credit Corporation the job of 
classing some commodities, out of corporate funds, dependent on 
later appropriations. 

Congress by legislation directed the Commodity Credit Corpora- 
tion to spend out of its fund something over a billion dollars in the 
first year of the soil bank. It has consistently through the years 
directed the Commodity Credit Corporation to support the special 
milk program. 
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So, unfortunately, our committee hears of these things after the 
fact, Where we have to just merely restore the funds. 

Now, may I say also if you read the Commodity Credit Corpora- 
tion Act, the $50,000 limitation that we were forced into last year, 
there is some real doubt in my mind as to the jurisdiction of the 
Appropriations Committee and the Congress to have passed that 


limitation. 

In the Corporation Control Act—and I am speaking from memory— 
which requires the submission by the Commodity Credit Corporation 
of its administrative expense recommendation to the Congress, and 
which lets us pass judgment on the money for administrative expenses 
and requires certain other accounting, says that nothing that the 
Congress does under the Corporation Control Act shall be used to 
prevent the Commodity Credit Corporation from discharging its 
responsibilities as set out in its charter. 

So it comes back to the fact that we under basic law are limited in 
our authority to control it. It is spelled out in the Corporation 
Control Act. 

Mr. ANpERSEN. Mr. Chairman, I will close this discussion by 
inviting the gentleman across the table from us to put anything into 
this part of the hearings relative to this revolving fund, anything that 
you might wish that might add to what we have just been talking 


about. 

Mr. Scorr. Thank you, Mr. Andersen. 

This bill has been drafted in a way, and it certainly was intended, 
to avoid the difficulties that you mentioned, and in line with what the 
chairman has said would be his understanding of how a fund ought to 
work well and keep the Congress in control of it. 

(The information referred to follows:) 


The Farmers Home Administration revolving fund proposed in H.R. 7628 is 
intended primarily to facilitate placing the annual budget estimates of the Farmers 
Home Administration on a net expenditure basis. The present budget submis- 
sion, appearing as a part of the Department of Agriculture activity in the annual 
budget submission of the President, reports these programs in gross expenditure 
amounts only. Receipts from principal] and interest payments on loans out- 
standing appear in another section of the President’s budget and are not reported 
in such a way as to offset the gross expenditures for loans and administrative 
expenses. The establishment of a revolving fund would result in more properly 
reflecting the annual and aggregate expenditures of Government funds for these 
agricultural loan programs. The proposed revolving fund would be reported in 
the Department of Agriculture portion of the annual budget submission on a net 
expenditure basis, with expenditures for loans, administrative expenses and in- 
terest payments on borrowings from the Secretary of the Treasury being offset by 
receipts from principal and interest payments on loans outstanding and other 
miscellaneous receipts. Expenditures estimated in the 1961 column of the 1961 
budget estimates for the activities of the Farmers Home Administration in 
question are $234,859,720. The effect of the change in reporting is illustrated by 
the fact that under the proposed revolving fund the estimated expenditures for 
these purposes would have been shown as a net receipt of $18,096,750. 

There would be no essential change in the budget process resulting from the 
establishment of the proposed Farmers Home Administration revolving fund 
except that the budget estimates would be shown on a net expenditure basis and 
receipts would be available for current loan programs and for salaries and expenses 
to the extent authorized in annual appropriation acts. Language authorizing the 
obligation of funds from the revolving fund for each type of loan and for salaries 
and expenses would be contained in the President’s annual budget. The Appro- 
priation Committees of both Houses would act upon this language in the same 
manner as they act on the current budget estimates for the Farmers Home Admin- 
istration. There is no provision in H.R. 7628 for appropriations to the revolving 
fund. Additional funds needed for loans and for salaries and expenses would be 
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secured in the same manner as at present through loan authorizations and appro- 
priations contained in the annual : sepraprl ition acts and under the basic statutory 
authorities authorizing the individual loan programs. However, the Congress 
would not need to authorize or appropriate additional funds if the revolving fund 
eentained sufficient funds, or receipts during the year would provide suf wi 
funds, to finance the programs in the amounts and within the limits prescribed by 
the Congress for the particular year. 

The proposed Farmers Home Administration revolving fund would finance the 
direct loan activities of titles I and II of H.R. 7628. These titles include the loan 
programs currently authorized by titles I and II of the Bankhead-Jones Farm 
Tenant Act, as amended, the provisions of the act of August 28, 1937, as amended, 
covering soil and water conservation loans, and the provisions of title V of the 
Housing Act of 1949, as amended, authorizing farm housing loans. 

The existing disaster loan revolving fund would be retained for financing the 
activities of title II] of H.R. 7628 which are now authorized by Public Law 38, 
approved April 6, 1949, as amended, The name of this fund would be changed to 
the emergency credit revolving fund. The insured loan provisions of title TU of 
H.R. 7628 comparable to the insured loan provisions of title I of the Bankhead- 
Jones Farm Tenant Act, as amended, and the insured loan provisions of the 
act of August 28, 1937, as amended, would be supported by the existing farm 
tenant-mortgage insurance fund which would be renamed as the agricultural 
credit insurance fund. 

Mr. Wuitren. Have you any questions, Mr. Horan? 

Mr. Horan. I have an observation. 

J think under Mr. Hansen’s management, this part of our Depart- 
ment of Agriculture is doing very well. 

This operation reminds me of the Newfoundland dog and the barrel 
of brandy hanging under his neck. Of course if he does not have any 
brandy in it, there is no use having a Newfoundland dog going out 
to find distressed travelers. 

The action of the supplemental subcommittee in refusing to appro- 
priate for CCC capital repairment last week was again based upon a 
presumption that a farm bill will be passed. 

Well, that to me was quite a presumption. I would like to see a 
real farm bill passed, and we were toying with a lot of ideas, but we 
have no assurance that the law will be passed. 

I think we have better assurance that the Cooley-Allott bill might 
pass, because I think there is some interest in it. 

Mr. Wurrren. Would the gentlemen yield to me? 

Mr. Horan. Yes. 

Mr. Wuirren. I appreciate the gentleman’s statement. However, 
a thought which he has not expressed, which I am thoroughly familiar 
with is this: Whatever law you may pass has to be financed. So if 
you pass a half dozen laws, you would still need the Commodity 
Credit Corporation. [ am sure he is familiar with that. 

Mr. Horan. That is true. We are put in that position. I am 
inclined to believe that the amounts in here are not adequate. It 
disturbs me. 

























UNOBLIGATED BALANCE OF FARM HOUSING LOANS 






I would like to just for my benefit, and everybody else understands 
it fully, but would you analyze and explain the chart on page 108 of 
the justifications, particularly the unobligated balances. That is a 
little bit unclear to me. 

Mr. Barnarp. Primarily the unobligated balance, Mr. Horan, in 
this chart is from the initial $450 million farm housing loan borrowing 
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authorization from the Treasury which is available for a 5-year 
period, 1957 through 1961. 

In the 1959 column, the figure of $337,462,128 is the balance carried 
forward into 1959 from that fund after its two previous year’s use. 

The next unobligated balance of $523,000 is a balance from the 
regular loan funds. Actually it was the soil and water conservation 
loan balance. 

As you notice, on farm ownership loans, we had $62 left out of $29 
se and under farm operating loans we had $60 out of $187 
million. 

In the 1960 column, the large figure of $297 million is again farm 
housing balance, as is the figure of $337 million below. The $337 
million figure is the amount brought forward from 1959 and the $297 
million figure is the amount estimated to be carried forward into 1961. 

Mr. Horan. That is limited to farm housing? 

Mr. Barnarp. Those balances are, yes, sir. 

Mr. Horan. You went into the restrictions on that use with the 
chairman. Would you repeat them here so we have them superim- 
posed against that unobligated balance? That expires, does it not, 
this year? 

Mr. Barnarpb. That expires at the end of next fiscal year, the end 
of fiscal year 1961. It was an authorization placed in the Housing 
Act of 1949. 

The discussion on the farm housing loan restrictions ran to the 
eligibility requirements that are now established by regulation of the 
Farmers Home Administration which are somewhat more restricted 
than the statute itself. 

Mr. Horan. Now, am I right in assuming that that is an obligation 
against the national debt as it sets forth here? 

Mr. Grant. No, Mr. Horan, not until we withdraw the funds from 
the Treasury to lend to the borrowers does it become a charge against 
the national debt. 

Mr. Horan. Mr. Chairman, I am just a little bit unclear on this. 
I do not know what action the subcommittee wants to take. I do not 
know what the thinking is. I would like to ask one question, then I 
am through. 

BASIS OF BUDGET ESTIMATE 


I have never known you to be anything else than sincere, any of you 
in the Farmers Home Administration, and I assume when you made 
your request to the Department that it was based upon certain 
knowledge that you have of your operation across the Nation. Is 
that true? 

Mr. Hansen. To the best information we can get in looking at the 
past history of the program and working with our State directors 
throughout the country, yes. 

Mr. Horan. I noticed Mr. Scott’s statement there, and I underlined 
the four reasons for a reduced request. I assume that you also, Mr. 
Scott, were sincere in this statement, but it does not quite jibe with 
the apparent request of the management of Farmers Home Administra- 
tion. One reason advanced is based on next year’s crop conditions. 
We have not yet entered the 1961 crop year and so that is just an 
anticipation, is it not? 
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Mr. Scorr. That is right, Mr. Horan. 
this was intended to be a sincere statement. 

Mr. Horan. I do not challenge that. I just point out that there js 
a slight discrepancy here. 

Mr. Scorr. The reference to crop conditions, as you will notice, 
has to do with the reduced demands on the disaster loan fund. In 
other words, there are not widespread conditions, to our knowledge, 
now existing that would Suggest an increase in the use of the disaster 
loan fund. 

Mr. Horan. Then. of course, the eligibility requirements, which 
actually only applies, of course. to the farm housing item. Then 
the volume of insured farm insured ownership and soil and water 
conservation loans is again based upon present history, which, of 
course, is affected by the interest rates, it is anticipated that there will 
not be action on that item in the future. However, if the Congress 
should act—and there is a better possibility of that than have just a 
general farm bill of any consequence—if the Congress should act and 
in a sense liberalize at least the application of this insured loan thing, 
then all are better off, are they not? Would we not have an increase 
in this item rather than a decrease at the present time? 

Mr. Scorr. Certainly. We think we would have more funds for 
making loans; that is right. 

This statement is based on the idea that 
authority, that our loan volume is certainly 
amount of the appropriated funds. 

Mr. Horan. If we can put some life back into the insured loan 
program, I am very much for that. Of course, I think that that will 
increase the responsibility of the Farmers Home A 
number of ways. 


I want to assure you that 


if we do not get that new 
gomg to be limited to the 


dministration in a 
LIMITS ON AMOUNT OF LOAN 


The last reason was that there were 
had increased. 

Of course, that is only consistent with our 
What are the limits now on loans? And what 
that you have in the total amount of loans? 

Mr. H. Smirn. The limits on the operating loans, Mr. Horan, under 
the statute now, is $20,000. In other words, a farmer cannot-—— 

Mr. Horan. As a total? 

Mr. H. Smrrn. That is right, as a total indebtedness under oper- 
ating loan. Now with respect to the soil and water loan, the statutory 
limit is $25,000 for individual farmers. For groups of farmers, by 
banding together in a group and borrowing under the soil and water 
loan, the limit is $250,000 for a loan to an organized group. 

nding program of the agency, the 


not so many loans, but the size 


changing agriculture. 
is the leeway, if any, 


With respect to the real estate le 
farm housing loan does not have any monetary statutory limits. It 
merely provides that the Secretary of Agriculture can make housing 
loans, including loans for farm dwellings and farm service buildings, 
that will be adequate, safe. and sanitary for the farm unit on which 
the loans are made. 

Mr. Horan. Do we presume that 
supervisor will at least haye—— 

Mr. H. Srrn. To work those out in accordance with the conditions 
locally. 
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Mr. Horan. He will have discriminatory powers. 

Mr. H. Smrra. That is right, Mr. Horan. 

Mr. Horan. The Cooley-Allott bill passed; does that affect the 
limitation? 

Mr. H. Smirn. Yes, sir; there are some monetary limits in the 
Cooley-Allott bill with respect to operating loans. It is proposed by 
the Department that the $20,000 limit be increased to $30,000 total 
indebtedness for that type loan. 

Mr. Horan. Well, because I do feel that I, for one at least, want 
to have a full keg of brandy in this Newfoundland dog’s keg, I think 
we will have to give some consideration to our origin: al request when 
we write the bill. I do not know what the rest of the subcommittee 
will do. Jam under the very foggy impression that it was somebody 
in the Bureau of the Budget that put these figures in front of us in 
contradiction of the request of the Farmers Home Administration. 

Mr. Grant. The estimates before you are the same as the estimates 
the De ‘partment submitted to the Bureau of the Budget, except for 
the contingency fund. 

Mr. Horan. Who is the person down there that knows more.than 
Mr. Hansen does about the needs of the needy farmers who cannot 
get credit elsewhere? 

Mr. Grant. One of the considerations involved in this item was an 
effort to make the estimate for new loan authorizations—by new I 
mean the additional requested for 1961—plus the estimate for ad- 
ministrative expenses equal as nearly as possible the estimated loan 
principal repayments in the fiscal year 1961. 

Mr. Horan. That is all, Mr. Chairman. Incidentally, before we 
leave this, I want to report that Harold Finnegan is domg a magnifi- 
cient job out in the Pacific Northwest. He is doing a fair, just job, 
and he is working very hard. Because 1 do know him, and beeause 
I consult with him whenever I get a chance, I do want to say that 
he works awfully hard at it. 

Mr. Wuirren. Gentlemen, we wish to thank you for this presen- 
tation. As Chairman I have dug into a good many places that.may 
indicate on the record that I am finding fault with you gentlemen. 
I do have a high regard for each of you. I have dealt with you 
through the years, and I think you know that I have that regard. 
My efforts to dig into these things had to do with general policy, 
perhaps some at a higher level. It had to do with the responsibility 
which I think the agency has in certain areas and where I feel that, 
in the carrying out of your responsibility, it has not been at the same 
level that other agencies, dealing with the other segments of the 
population, have carried out theirs. Again, there is nothing personal 
in this. We always like to have you before this committee and we 
have found that you are cooperative with us in our hearings and in 
carrying out whatever the Congress might determine to do in the 
amounts appropriated. 

I would like to urge that you keep the committee advised of this 
$10 million which it now appears that the Bureau of the Budget will 
rele: ase. 

We would hope that the Department would insist with the Bureau 
of the Budget that, while vou are going along with the $10 million 
presently released, when it appears necessary in order to carry out 
your re sponsibility of meeting credit needs that cannot be met else- 
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where, you will request the remaining $10 million in the contingency 
reserve. Unless we have such a situation as that, the Congress will 
probably be dependent upon making total authorizations in the future. 
We would much prefer to have a contingency so that the Budget 
and you folks would have some determination as to whether the funds 
were really needed. But if this contingency approach does not work, 
it leaves us where we will have to quit trying to deal with that. 

I trust you will keep the committee informed and the Secretary 
himself when he comes before us will be in a position to assure us that 
the other $10 million will be called for if circumstances require it to 
meet your full obligation. 

Thank you, Mr. Scott. 

Mr. Horan. There is one thing before we leave. 

I want to say this, Mr. Chairman, that we will have Bob Tottell 
of the Farm Credit Administration one of these days, and there is 
going to be some discussion, I am sure, that some of our production 
credit association are forced to exact from their borrowers which in 
turn might give you some additional customers. It could have that 
effect. There has to be a relationship here and I trust when we have 
the Farm Credit Administration here we will be able to have a well- 
rounded and broad discussion of farm credit at large, and I would 
like to have you think and maybe bring it up to the rest of the sub- 
committee about having either Mr. Scott or Mr. Hansen appear when 
we have the Farm Credit boys up. 

Mr. WuitTten. We will be glad to have either of you here at that 
time, if it is convenient to you. 

Mr. Horan. I think it would be well to have them here. We 
should have an intelligent discussion and it will give us a broader 
approach to this. 

Mr. Chairman, may I say that this has been another good, con- 
structive discussion. We realize your very sincere and understanding 
interest in this program, and it is very helpful to us. 

We thank you very much for this opportunity. 

Mr. Waitten. Thank you, sir. 

The subcommittee will stand in recess. 
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AFTERNOON SESSION 


FEDERAL CROP INSURANCE CORPORATION 


WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

F. N. McCARTNEY, MANAGER, FEDERAL CROP INSURANCE COR- 
PORATION 

C. A. FRETTS, ASSISTANT MANAGER, FEDERAL CROP INSURANCE 
CORPORATION 

E. H. NIKKEL, DIRECTOR, SALES AND SERVICING DIVISION, FED- 
ERAL CROP INSURANCE CORPORATION 

M. E. COLBY, DIRECTOR, UNDERWRITING DIVISION, FEDERAL 
CROP INSURANCE CORPORATION 

G. E. EVANS, DIRECTOR, FINANCE DIVISION, FEDERAL CROP IN- 
SURANCE CORPORATION 

J. P. SKEFFINGTON, CHIEF, BUDGET BRANCH, FEDERAL CROP 
INSURANCE CORPORATION 

LEE A. DASHNER, DEPUTY DIRECTOR OF FINANCE, DEPARTMENT 

a OF AGRICULTURE 


OPERATING AND ADMINISTRATIVE EXPENSES 
Program and financing 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 


1. Underwriting and actuarial analysis................-.-- $845, 083 $1, 018, 000 $1, 053, 000 
2. Contract Gales Gd OOF VIG icc. ccccccunecdcsowmadassas 4, 982, 073 4, 606, 700 4, 438, 700 
3. Crop inspections and loss adjustments...............-- 550, 661 752, 000 885, 000 

UGE SRG CONE Bois ceceries sennintenesae nen 6, 377, 817 6, 376, 700 6, 376, 700 


4. Relation of costs to obligations: Costs financed from ob- 
ligations of other years (unpaid undelivered orders), 





DE. 8 Si ie nciqcadvinsininsidddadhobodedutneniceqanaiedsdes on}, 157 linconsnemmupesetestenemsion 

Total program (cbligations).......cscecccssssccccsee 6, 376, 700 6, 376, 700 6, 376, 700 

SSE >——————— SS 

Financing: Appropriation (new obligational authority)....... 6, 376, 700 6, 376, 700 6, 376, 700 
ee 


1 Includes capital outlay as follows: June 30, 1959, $26,638; 1960, $59,000; 1961, $50,000. 
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Object classification 











1959 actual | 1960 estimate | 1961 estimate 
a a - - -_ erie —— — a __ 
Total number of permanent positions-_-- Seeehastiasness 549 582 625 
Full-time equivalent of all other positions.................-__- 213 216 198 
Average number of all employees_-____--- RPE kneels ewes | 697 760 803 
Number of employees at end of year.._........._---- : ae 960 1, 072 1, 134 
Average GS grade and salary._...................... ----------| 6.0 $5,359 | 6.2 $5,419 | 6.2 $5, 415 
01 Personal services: 
Permanent positions a Sipe mil $2,653,580 | $2, 994, 559 | $3, 298, 886 
Positions other than permanent-_-- nage ee 859, 775 | 859, 641 789, 414 
Other personal services_- “= tn<SibLacwes | 10, 123 21, 500 12, 400 
en. DOTSOUAT BOTWIGRS .e 5 so eS hae iin 3, 523, 478 | 3, 875, 700 4, 100, 700 
02 Travel... all ae ie 903, 621 | 1, 095, 000 1, 177, 000 
03 Transportation of things__- : 2 10, 335 | 12, 000 14, 000 
04 Communication services idee ccceebdcbudeae 228, 763 242, 000 245, 000 
05 Rents and utility services ‘ a ‘ 116, 451 125, 000 125, 000 
06 Printing and reproduction - - - : i SRE CR et 58, 824 82, 000 87, 000 
07 Other contractual services - -- ; sae ae 33, 472 39, 500 74, 500 
Agents’ commissions j aaicimmeeat 1, 155, 021 | 487, 000 116, 000 
Services performed by other agencies_......--- ee ee 72, 444 | 70, 500 70, 500 
08 Supplies and materials_-_- : Shean 51, 607 | 60, 000 62, 000 
09 Equipment i elect da a 24,955 | 60, 000 60, 000 
Grants, subsidies, and contributions--- a si 170, 637 196, 000 215, 000 
13. Refunds, awards, and indemnities : 6, 015 10, 000 10, 000 
15 Taxes and assessments... 5 Se ane ae i 21, 077 22, 000 20, 000 
= Rt caguinniiomenall 
Wotel cubestiniis (ooo. ccc : aan ase 6,376,700 | 6, 376, 700 | 6, 376, 700 


Mr. Wuitren. The committee will come to order. 

We are pleased to have with us Mr. McLain, Assistant Secretary of 
Agriculture, and his associates in connection with the crop insurance 
program. At this point in the record will be inserted pages 68 to 70 
and 76 to 85. 

(The justification referred to follows:) 


Purpose STATEMENT 


The Federal Crop Insurance Corporation is a wholly owned Government 
Corporation created February 16, 1938 (7 U.S.C. 1501), to carry out the Federal 
Crop Insuranee Act. The purpose of this act is to promote the national welfare 
by improving the economic stability of agriculture through a sound system of 
crop insurance and providing the- means for research and experience helpful in 
devising and establishing such insurance. 

Crop insurance offered to agricultural producers by the Corporation provides 
protection from losses caused by unavoidable natural hazards, such as insect 
and wildlife damage, plant diseases, fire, drought, flood, wind, and other weather 
conditions. It does not indemnify producers for losses resulting from negligence 
or failure to observe good farming practices. 

In accordance with the established policy of limited operation on an experi- 
mental basis, the 1960 crop insurance program (fiscal year 1961) will operate in 
865 counties, furnishing insurance coverage of approximately $350 million on 
wheat, cotton, flax, corn, tobacco, beans, citrus, combined crops, soybeans, 
barley, peaches, grain sorghum, oats, rice, and rye. It is estimated that 390,000 
crops will be insured for the 1960 crop year, as compared to 339,403 for the 1959 
crop year. 
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Summary of insurance operations and changes in capital 


| 
| Fiscal years 
| = — 
1959 1960 1961 
Net capital at beginning of year at 2 Be ie aS | $25, 755, 020 $38, 710, 352 | $41, 496, 352 
Additions to capital during the year: 
Insurance premiums (net) munabipaddapalncee dina eeicekia bia Sine ace | 17, 627, 141 19, 195, 000 25, 000, 000 
Interest and other income ___.....-.-..---- eee . ze 910, 629 100, 000 | 100, 000 
Prior year adjustments seal cid sic iieinan tar akesaaiache eal | 119, 614 bila si dicted teed 
Total capital available for insurance operations ame | | 
WOES Zo cecaunn ws tied a NER en eee eal 44,412, 404 | 58, 005, 352 | 66, 596, 352 
| 1 — = —— 
Deductions from capital during the year: | 
Insurance indemnities- - - -- a ai a a ren | 4, 504, 834 13, 017, 000 22, 499, 000 
Loss adjustment and ins per ‘tion costs. 485, 660 | 900, 000 1, 000, 000 
Administrative expenses charged to program oper: itions 462,451 | 2, 330, 000 2, 830, 000 
Provision for estimated bad debts TS oe 249, 107 262, 000 | 320, 000 
‘Total deductions from capital: _.......<.<..........<.- ‘ 5, 702, 052 16, 509, 000 26, 649, 000 
Ot CONitAl OF ORG Ol WORE eo. ices sc ukdankedesaddonnas | 38, 710, 352 41, 496, 352 39, 947, 352 





The crop insurance programs are developed and analyzed in the Washington 
headquarters office and are administered in the field by 22 State or area offices. 
Sales and servicing of contracts at the county level is performed by private agents 
under contractual agreements with the Corporation, and by Federal Crop Insur- 
ance Corporation employees hired on a part-time or wae (when actually em- 
ployed) basis. Detailed program accounting and statistical functions are per- 
formed by a branch office in Chicago. As of November 30, 1959, the Corporation 
employed 485 full-time employees, 94 of whom were in Washington and the 
balance in the field, and 622 part-time or wae employees, all in the field. 





—— estimates, 


Appro- LE. Budget 
| 1961 
| 


Operating expenses: 





Appropriation_ on bid ageel 5 ah diaedieid atukatiea th imbeada $6, 376, 700 $6, 376, 700 
Payable from premium income. __--.-- gi atha nd biedd alk atauiphbodiahesee eae 2, 330, 000 | 2, 830, 000 
RAE ees oo Ee Naha gh ecqaek Gace pecenemuatdaenconeeawe Seareame | 8, 706, 700 | 9, 206, 700 


Operating and administrative expenses 





| Administra- 
Appropria- | tive expenses 
tion payable from Total 
| premium 
income 
Appropriation Act, 1960, and base for 1961 ; $6, 376, 700 | $2, 330, 000 | $8, 706, 700 
Budget estimate, 1961_.-_- ih Meade wis s adedenue - 6, 376, 700 | 2, 830, 000 9, 206, 700 
PON ONOGS oes ann cscktcgdindaes . nieces ie la eae satis ceacncl +500, 000 | +500, 000 





NoTeE.—The 1961 Budget estimate includes $2,830,000 for operating and administrative expenses of the 
Corporation payable from premium income and $6,376,700 by direct appropriation. For clarification and 
completeness, the following project statement and justifications include the total estimate required for 
administrative and operating expenses of the Corporation. 


Summary of increases, 1961 


Increase in underwriting and actuarial analysis costs_._..---------- + $29, 000 
Increase in contract sales and servicing costs_.._--------------- == 4 +312, 200 
Increase in crop inspections and loss adjustment costs..------------ tr aa 400 


For employees health benefit costs pursuant to Public Law 86-382... +31, 400 
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Project statement 


























| | 
Inerease 
ee eee 
| 1960 Health 1961 
Project } 1959 (estimated) benefit (estimated) 
costs Other 
(Public 
Law 86- 
382) 
1. Underwriting and actuarial analysis $845, 520 $1, 018, 000 +6, 000 -+-$29, 000 | $1,053, 000 
2, Contract sales and servicing _-- : | 5,443,854 | 6, 936, 700 +19, 800 | +312,200 | 7, 268,700 
3. Crop inspections and loss adjustment 549, 777 752, 000 +5, 600 +127, 400 885, 000 
Total employee health benefit costs (Public | | 
SE SE sarnes wenn iecrctsaietsnaccy|banssss soul Hiscscccecsal), PAu eOD) [+3, 600] (35, 000] 
Total available or estimate_____- __..| 6,839,151 | 8, 706,700 +31,400 | -+468,600 | 9, 206, 700 
Deduct obligations pay able from Premium 
ee -| — 12, 4! 51 3, 330, 000 —31, 400 —468, 600 |—2, 830, 000 
Total appropriation or estimate... | 16, 376, 700 6, 376, 700 | seep plead aan | pitaunn ves 6, 376, 700 


1 Represents obligations. Applied costs for 1959 are $6,377,817. The difference of $1,117 reflects primarily 
the excess of printing and supplies received and used in 1959 over orders placed in that year. 


STATUS OF PROGRAM 


The Federal Crop Insurance Corporation is a wholly owned Government 
Corporation which provides all-risk crop insurance protection against unavoidable 
causes of loss. Since 1948, the program has been operating in selected counties 
on a limited basis. The objective is the development of a sound program that 
can be operated on a national basis. Expansion of the program has been limited 
to an extent deemed consistent with sound insurance principles. 

Summary of experience, 1948-58.—During this 1l-year period that the program 
has been operating on a limited experimental basis, premiums have exceeded 
indemnities by about $2 million. In 1958, insurance was available in 830 counties 
as compared with 375 in 1948. Participation has increased from 169,125 con- 
tracts to 324,435, and the number of commodities insured from 7 to 11. 

Expansion to new programs and counties has been made at a pace consistent 
with sound underwriting policies and practices. During this 11-year period 
additional experimental insurance programs were developed for barley, citrus, 
oranges, peaches, and soybeans. Programs for barley and soybeans have been 
expanded to a considerable number of counties as experience and actuarial data 
were developed and evaluated. In 1958, insurance protection was offered on 
barley in 29 counties and on soybeans in 136 counties. The other experimental 
programs were available in only a few counties each. 

Wheat continues to be the major crop insured, and represents 57 percent of the 
total premium income and indemnity costs. The cumulative experience by crops 
for the 11-year period is as follows: 


(Thousands of dollars] 





Crop Premiums | Indemnities | Loss ratio 

NN eS ON a on oo aa acts $119, 179 $116, 696 0. 98 
RRS SEPA a a Tne ae a ee ee 24. 922 31, 517 1. 26 
I hon en eekncs bed ake mnkieke puck cna bnénneeedmcbinail 18, 541 12, 176 . 66 
I ea 18, 224 18, 259 1.00 
ce ae 15, 589 18, 312 1.17 
hese uc eebs mcbankd oo kacsakbananaieccsbouh 7, 928 6, 023 . 76 
ag oo ee eee 1, 526 1, 759 1.15 
ca ke gto cs caeele nan 866 757 . 87 
rN eee a ee a 624 268 43 
Barley......... Lace nAEneeee Rebels cauh tec ehoucanbaees 603 226 .37 
ee a 86 56 65 

a ee 208, 088 206, 049 99 


Annual premium income has exceeded indemnity costs in 5 of the 11 years since 
1948. If consideration is given to the fact that participation in the program was 
predominantly in wheat areas where drought persisted during 4 or 5 of these years, 
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it is evident that considerable progress has been made toward the goal of develop- 
ing a sound crop insurance program. Since 1948, insured farmers have been 
provided with over $3 billion of insurance protection from crop loss, for premiums 
of $208.1 million paid by them. In return, they have been paid $206 million in 
indemnities, to cover crop losses they incurred resulting from hazards beyond 
their control. 

Operating experience, 1958.—The 1958 crop year is the second consecutive year 
that the Corporation has operated at a surplus. Financially, it was the best year 
in the 20-year history of the Corporation. Premiums of $17.6 million exceeded 
indemnities of $4.5 million by approximately $13.1 million for a loss ratio of 0.26. 
All crops operated at a surplus in 1958 for the first time since 1948. Wheat had 
the unusually low loss ratio of 0.16. 

Of the 830 counties in the program for 1958, about 6 percent of them operated 
at a deficit. 

The following table indicates the distribution of county participation in the 
1958 program by crop and State: 


Number of 1958 crop insurance programs and counties 

















Total 
To- Mul- Soy- 
State Wheat} bacco |Cotton| Corn | tiple | Flax | Beans|Barley| beans 
Pro- | Coun- 
grams| ties 

DIN «6a. < wn canpncl scneudcheacien at De tniceceedhniginsn ae nce baanbnns eeesonelte naman 15 15 
PRE bods tin =| aeceennhnoacans tee Dae sivas tlemeuaneds a siguientes 11 ll 
ee BD Bites gi DSc dane aee a Seiaee ace Bic coi 19 5 
CRON is. 5 care nae c De hiecicnslosaeuneioos ae Pieesaaes 2 a fo ntace 18 16 
Connecticut ia : papi ppactdl eeakuoanlasscsesieusesh inns 1 1 
ROE ioct dana saeeun shoo = 3 27 27 
Georgia ie Be eis sh Bete 13 11 
area ewnkles oa padres 19 16 
Illinois - - - ete 5 . aale 83 30 
Ns oo. dawucakene BPs cidcnctabdaxas 19 MW icicscselas ieantaas ease 16 63 27 
PR aoc teun take la aaa naked abe Laken ae 47 Mii gcccccloncs emacs ae 34 91 47 
ND ign cleats hose OF dicot oaslisi owns 6 24, 2a bate alicn ac eeneivacencens 79 75 
ROUSRORY i. cincsuces-| a0 tsb OE iexccdsclaccecssloescsacten aaabalns BORER) FER (Se palma 41 41 
NN oo Gk bee vce wwe ela ae =i OP isewas ee Snax bal onbkaen taaeeuiienadans 1l ll 
DEST VION... scnsconne 1 SB lseusnss 1 ig scsi hea ntl aan aged. a 6 4 
Massachusetts......../-.- see D Fi cps toel caw tentlcinewrcbenceowdlscanwacohiwgenscbewcsace 1 1 
Lo! a ear 1G Vi cccccmlouencns a BD lnensia 7. Roanwulicn 4 35 19 
Minnesota....--.---.-- SG Was ceescieacecce 27 8 Wisse aa 3 24 103 47 
PAE id itccaceleccerenbucadian BE oskdiecle@anedabigcntae tin usees ana bhenbegesen 23 23 
PEO. ac kateoueeuns SO Sereda esa 27 Bin cbsd cdenandoscunse 16 69 28 
DERRIUREEE cniceccance<e 24. sconcloccunes tenses oebadneeaeiaaawubaiod sini | 25 19 
DEI n aukacucen Oe faciknndteuneces 12 SB leswnne F lincnctieaaeses 47 43 
OR cdinencvapnaunbadmugun Sin a bicénanien saennlocqennninmewennbenedionwe 3 3 
North Carolina_._---- 4 33 Dh iawsand abtentaecadal attenes iaadeelawseces 42 37 
North Dakota._--.-.-- Ec ckaskivacedesisonws wii 9 UT jsscteve Oe cme ae 76 53 
I seca adic nes 23 iD Ritdig- akcon 15 Dida saiiaietcaiin awndddannais 15 63 33 
Oklahoma... -........- Be tencneie BF cca erase dlec ote dl sounkco eb cekstneecae 27 24 
ON icc onescces Die cccuntccsemetenden 2 ~nae-+-|-- aii Ohitawaen 14 11 
Pennsylvania... i 2 P vainka 2 B Avecéecalecsewsalie ieuasinas enti 7 3 
South Carolina_--..-..}..- sci 9 AD Acc eceechiwiniaslawanshelewegceepiecgaciaciacdan Soe 314 
South Dakota-_--.-- -- SD Bad covdalnwassaw 7 ll Dilinceane 3 3 58 40 
{eee erent 27 10 1 BP iencévsaten ital eared 1 42 38 
ONG. <a cuk beenemee MO A asecas Bb cs 5iaslaccidasantnatds ncowsbuewuwanebiaces 38 33 
J) Seer ees DO ikis ican eagcbusheoneecatocseurciasneuenttecenneniignennnansease 2 2 
WEIS SSC cacao as Sanit RG hose cui tacts eecacseleacsaccivoddune laneeenalasew ans 15 15 
Washington -__......-- PEE: cote uivn wotulass suse tekasstciescoues 1 B cscene 15 12 
WO vocuviecscnels< ae iio na 10 Dae hoe eRe been ead 13 12 
ae eS SL Doe occas aeLentee Minos S teccaa- , Sep suas | aaa 5 3 
TOE ocoadcnen 394 151 118 207 100 55 18 29 136 | 1, 213 830 


' Includes 1 citrus county. 
2 Includes 3 citrus counties. 
® Includes 1 peach county. 


Only 2 States out of the 38 in which insurance was offered showed a deficit. 
Wisconsin had heavy losses on corn because of drought and freeze; and Utah had 
losses on wheat because of drought. Of the $4.5 million paid in indemnities, the 
major part went to farmers for losses suffered on corn and wheat crops. Losses 
occurred mostly in Minnesota, Montana, North Dakota, and Nebraska. These 
losses were due to excessive moisture, drought, flood, and freeze damage. The 
following table shows by States, for the 1958 crop year, the crops insured, coverage, 
premiums, indemnities, and surplus or deficit by States. 
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Summary of 1958 crop year experience by State 























| 
Number of | Insured Surplus or 
State | insured | coverage | Premiums | Indemni- deficit 
crops | (thou- | ties (—) 
; sands) | 

| | 
I Ba os 2,625 | $569 | $28, 891 $7,118 $21, 778 
Arkansas Bien eee aoe 1, 845 832 | 49, 585 26, 066 | 23, 519 
California... ae ool 497 2, 326 | 257,715 | 30, 334 227, 381 
CURED oes Pee a 10,075 | 7,005 | 1,160, 705 248, 632 912, 073 
ee miei b ins 439 | : 23,7 3, 846 18, 933 
Florida_. degeces sae ‘ 1, 267 | 24, 873 145, 698 
ee ‘ 5 1, 240 33, 814 24, 616 
RRND Stee os Pabedan enn cl 3, 205 41, 648 124, 722 
TNS eee. aac ; 9, 344 146, 433 | 155, 972 
0S ERS PESOS eee ‘ 9, 229 139, 824 | 27, 673 
Towa__- Sav fende oc eee 18, 783 237, 740 790, 295 
IES 6 nkotb eae 24, 590 | 156,695 | 2,340,058 
Kentucky- aie ee 15, 719 158, 477 75, 130 
Louisiana oo = : 2, 584 17, 576 | 20, 539 
Maryland i 912 | 2. 661 30, 970 
Massachusetts........-.. sala — . 272 | 52 | 2,028 | 732 
Michigan ee Z : 6, 546 | 1, 766 28, 985 | 73, 662 
DEMIR ots Ste nna eg 37, 069 20, 460 | 770, 008 | 429, 248 
Mississippi : poe : 3, 250 | 2, 343 | 71, 839 33, 745 
BEMRONTG So ca Soecnsotioscek : 15, 201 | 3, 493 | 7, 799 | 248, 050 
Montana_- ; : 5, 137 14, 707 | 3, 727 | 824, 230 
Nebraska- shins 7 | 12, 541 | 9, 848 461 | 846, 037 
I lable sstialienacauhing 436 | 723 ), 649 | 24, 479 
North Carolina___- ; werk 20, 481 | 24, 743 , 688 | 702, 366 
North Dakota___--- . ; 31, 041 31,101 .271 | 2,069, 349 
Ohio : = 15, 386 5, 471 | 26, 963 | 32, 348 
Oklahoma 7, 203 5, 789 | 969 | 667, 244 
Oregon 2, 134 6, 048 5, 291 | 124, 943 
Pennsylvania 3, 230 1,310 3, 373 | 37, 278 
South Carolina 4,273 4, 541 76 | 60, 980 | 151, 696 
South Dakota__. Z 14,701 | 10, 402 | 140, 869 967, 060 
Tennessee _ 18, 473 4,259 | 76, 160 | 157, 587 
Texas c : x 7, 234 6, 746 | 41,451 | 509, 653 
Utah_. 280 707 96, 997 —43, 021 
Virginia 8, 317 6, 285 10, 139 189, 146 
Washington__. ‘ So pecuae oa 1, 965 9, 413 | 27, 425 | 256, 066 
Wisconsin ‘ a8 6,119 | 3, 257 | 366,249 | —182, 401 
Wyoming She oaks ol 792 | 646 16,776 | 63, 458 


fib tata Sree a | 324, 435 | 241, 617 


4, 504, 834 | 13, 122, 307 





Total__- aes 


Scope of program.—The planned level of crop insurance operations for the 
1959-61 crop years is: 








Item 1959 1960 1961 
Number of counties___._- alee js sia rea rar 847 880 
Number of commodities insured. -.--- see einweie ; 22 14 
Number of crops insured LT ES As a 339, 403 425, 000 
Insurance coverage (thousands).._....- : os eee) $278, 000 : $370, 000 
Premiums (thousands)__...--...------ ; Ls Rta $19, 195 $25, 000 $27, 000 
picemmitses (GnOUSRIIOS) .. . 5. cnecaccscccenccuncanes | $13,017 | $22, 499 | $24, 300 
ON ND ss a do ere eee ok . 68 | 90 | . 90 






The Corporation’s policy is to gradually continue the expansion of the pro- 
gram, by adding insurance programs in new counties and on new crops in counties 
where crop insurance is already available, as experience and historical data are 
accumulated. For the crop year 1959, 192 new programs were offered in 146 
counties, primarily on corn, wheat, and soybeans in the Midwestern States. 

For the 1960 crop year 65 new programs are planned, and 48 for 1961. For the 
1959 crop year the insurance program was expanded to 17 additional counties. 
Planning for 1960 and 1961 contemplates an increase of 22 and 15 counties, 
respectively. 

Orange insurance.—Insurance against freeze was offered on oranges in one 
California county for the first time in 1958. Experience for the year was favor- 
able with premiums of $115,589 exceeding indemnities of $21,210 by $94,379 for 
a loss ratio of 0.18. Insured liability amounted to approximately $1.2 million. 

Grain sorghums.—All-risk insurance on grain sorghums is being offered for the 
first time on an individual crop basis in 1959, in one county in Kansas, one in 
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Oklahoma, and one in Texas. Expansion of insurance on this crop to additional 
counties will be based on experience. 

Improvements in program.—Since Federal crop insurance is an experimental 
program, many program changes have been made since its inception, and more 
will necessarily be made before the objective of a sound insurance program on a 
national basis is achieved. Some of the more important recent improvements 
are— 

The conversion of the individual insurance policies to the standard 
policy. The standard policy with endorsements for each insurable crop has 
made it easier to offer insurance on additional crops in diversified farming 
counties, thereby giving farmers a wider choice in the crop protection available 
to them. 

2. The addition of a coinsurance feature has also given the farmers an 
opportunity to select an amount of coverage which is less than the maximum 
offered, if they feel they cannot afford the maximum premium cost. 

3. A recent plan of reworking coverages and rates on a cycle basis, with 
one or two crops being reviewed each year, has successfully aided the sales 

campaigns by making rates and coverages available to agents and salesmen 

at an earlier date. It has also stabilized the rates and coverages on most 
crops for a period of several years, thereby eliminating the additional work 
which occurred when changes were frequent, and limiting cancellations by 
insureds which usually increase when the rates are revised. 

The Corporation is constantly seeking and studying other methods of improving 
operations so that the program will gradually become more beneficial to the 
farmers as progress continues in the direction of a sound operation on a national 
basis. 

Program operating statistics—The following tables show statistical data by 
commodities for the past 5 years. The 1959 crop year data is estimated. 


BARLEY! 


Crop year 




















Item bane ey seibeatiesinh a) tml 's ea oo ee 
1955 | 1956 | 1987 1958 { 1959 
| 

Pe TUES TIE Or SCO oo i nn ccudiwcaidcueeliea ets wenisnlin’ waamuae 6 | 8 | 9 - 

PUI DEE OF GOUIIOR Ss on csnncncccndasuscsecvoceneetiouns zi 9 | 14 | 29 
Number of contracts $=. =<... -<ceccsosgsceccsscs ge heccccee<e | 1, 695 j 2,430 + 4, 226 9, 334 
Insurancé coverage (thousands) -..........)....-..--1].-...--.-- | $1,294] $2,590] $3,900 $8, 680 
Number bf indemnities.:__-2..-..---..--- eee | 163 | 191 | 486 150 
Premiunte (thousenils): - =.=. .6s2se2 35 cc ee bos $102 | $190 $311 "eas 
indemnigies (thownetts).. <=: 5525s so oe oor soe ea | $39 | $66 $121 $585 
Surplus or deficit (—) (thousands) ...............--- paeree ras $63 | $124 $190 $58 
BON WOR er tate one ree i bincabe ca raed 9s . 39 35 39 | 91 

| 
BEANS 
; a at a ot . 
I UN AR ae 7 6 6 | 6 | 6 
NEO Ol CONDIIOS 5 oo ac ancncuaicondueeceacamantawe 17 | 16 16 18 20 
Nuniper- Of contracts 4. o> psec sceceteseeecseses 4, 229 3, 776 3, 539 3, 752 3, 749 
Insurance coverage (thous: RNIN Se os Ec ale $2, 035 $1, 868 $1, 700 $2, 000 $2, 672 
Number of inde mniti¢ Beas Dahle catenin dela Srecchipe castor sci 336 360 387 186 397 
Premiums (thousands) _-...-..-...------.- Oe esd $135 $124 $107 $131 $131 
SNGMINNIGGS (ONOUBMIGS) .. .. <3. oa nennchenncsane sak $89 $118 $110 ¢ $41 $129 
Surplus or deficit (—) (thousands) -............-..---- $46 $6 —$3 $90 2 
Pe WOR ee ee a se EN ed 66 . 96 1.03 : - 32 _ 98 
= I —— 
CITRI 

PRR G0 os oe aaa deinien bacahalel ied 1 1 1 2 | 2 
pre ge” | «RRR ie ee One eye ee sem aeel 2 2 2 4 | 5 
IOC On Cott tr O0GR Oo a esters ce 324 345 286 700 579 
Insurance coverage (thous: RAMI eo oes. ee ae $1, 414 $1, 529 $1, 500 $3, 900 $3, 951 
Nye OF mmeenten. cS oo cso ke cake cans ae Q 33 672 63 215 
Pregniinin CenOuseneiey | 8222 oo 2 eo ete $94 $107 $95 $265 $302 
Indemnities (thousands) - = he Aw = bo 2 ae $3 | $23 $689 $39 $270 
Surplus or deficit (—) (thousands) - eee aes, $91 | $54 — $594 $226 $32 
res Rta Set 8a ee ne ne rr ene 03 | 22 | 7.23 15 . 89 





See footnotes at end of table, p. 523. 






























































CORN 
Crop year 
Item = as 
1955 1956 | 1957 | 1958 1959 
| 
I a a aera 13 13 13 14 16 
Number of counties. ....---- 102 113 115 207 259 
DET a OUIIOEN Son occ cucinmacunensucusstoad 30, 820 41,710 39, 195 40, 066 52, 267 
IIR SU nn es canted S $27, 164 $41, 037 | $28,300 | $33,000 $61, 269 
Number of indemnities. 6, 313 17, 338 4,177 3, 617 5, 197 
a eimiate thousands-- $1, 366 $2, 708 $2, 229 $2, 069 $3, 330 
I a a teem neon thousands-. b2, O11 $9, 086 $1, 026 $1, 164 $1, 525 
Sarcens of Gefiolt (=). ..ninnscccncasnns thousands-. —$645 | —$6,378 $1, 203 $905 $1, 805 
lh dane nena euiaee | 1. 47 3. 35 . 46 . 56 . 46 
COTTON 
OUR OUNIOE os ob ee canncausceuusctbuceanences 12 ll 12 12 
Number of counties. -_.....-- 116 119 118 133 
Number of contracts 2 29, 975 25, 451 20, 469 19, 910 
Insurance coverage. ..........-..-...--.- s 7 $29,872 | $18,000 | $13,000 $21, 215 
DT SPINE ss co na sccnsccscuceusantésennin 2, 106 4,779 3, 800 1, 142 1, 472 
oe aces ale incinghidinhe GaN thousands..| $1,250 $1, 692 $1, 105 $756 $1, 278 
a acne a eecaiiie thousands..| $1,055 $1, 137 $593 $187 $648 
Surplus or deficit (—)...-.---.---------- thousands... $195 $555 $512 $569 $630 
SENN nn cio codmcastaosssbubenecdbboocanetn . 84 . 67 . 54 -25 - 51 
FLAX 

I ae 4 3 3 3 3 
nS namibiiganainn, 50 52 52 55 71 
Ir I ns eine 20, 012 17, 256 15, 021 16, 559 19, 066 
Insurance coverage--.......-.-- .--thousands_. $6, O11 $5, 566 $4, 400 $3, 900 $4, 486 
I Nr csc ceciasieecstorepivclem nem 2, 875 1, 928 5, 436 958 3, 256 
SR iia cn ccumdnmndamcuia omawsel thousands-_. $704 $646 $515 $410 $493 
a ree een thousands_. $545 $347 $1, 265 $185 $665 
SNES OF CLOTES (=). oo crnccnccccnccus! thousands.. $159 $299 —$751 $225 —$172 
RINNE ono ae a ee | 77 . 54 2. 46 45 1.35 











RR UN onda eannea De senetl smibeiehanl -aebnareuall -sneewigel<ameson se 


IIE, RIO coun dbasibeeknal adenehecspiobbnnd onde smebdiinben 






I al needed mkeaiansael aaa bene ceekamenehlcnnensneutl 2 
i nL chee ncn uimnuatd ceuewiesnhanckebeceelakecaauhan 7 
ND CUR goed co cncuncsacbendcenalsncncecccehooksccancclenceunecatlensaswnsen $1 
Surplus or deficit (—) (thousands) ...............----|---------- Spencer L aasnveeceleaenacmine 6 


IONS TRUAD - <. - cnn ennccneccccencccccesccccwswcncenscselecesccenns lceceseuwen | scicelni sesomrc 1 cecilia 14 


| | | 





MULTIPLE CROPS 















nn Ne mneeembeseusae 


PUGET OE DINOS © indie cc cnenncdsncenssanm sean 83 101 
nee, 32, 652 35, 260 
Insurance coverage (thousands) - ..-.......-.-------- $51,323 | $51, 718 
ED NINN os Ch chr eicieweabubeeeneccdh 7, 891 9, 554 
Ey Se nd mame bauanencaae $2, 826 $3, 234 





Indemnities (thousands) $4, 024 $4, 151 
Surplus or deficit (—) (thousands)-...-.....-.-.-.---- —$1, 198 —$917 
TE MNO cacba aa cceivkcesGnes+dwentecasakanesaienel 1, 42 | 1, 28 





OATS3 
















Number of counties --..... 
Number of contracts 2___-.- 
Insurance coverage (thousan 
OO SO a cc ccanmadienesanoun smnaseceus 
nnn (I oo asin mi eumewmesioe 
Fadconvitios Ghentenes) ~ W « -sscccescscccccccwasesewc]sccecnsecu 

Berens Gr Genelt (-—) (GROUNANAS) oo once cca cen d] ce ceswencn] cascctnccn| sscssckesalyetscnunes a 
- 





I IRD ia cc auckdsibencmesins scans eae ike ualada ae 
eb maiipkeisanetbawenmedn 
! 





See footnotes at end of table, p. 523. 
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PEACHES # 
Crop year 
Item 
1955 1956 1957 1958 1959 
DONE Or I a int canesnadccdegiac nese tes vad aceacn aetaeueer 1 1 1 
POC OE NG So inva Sancidnncd oc ddewmbeusssc apnea wacdedeiaoancaneee 1 1 1 
DeROON Mn OMIT OIIEE f 6 oc cc cece nadtueasimantckndloenawcauns beacon: 92 97 87 
Insurance coverage (thousands) -..-.-..-.- i $148 $300 $323 
Number of indemnities.............- 7 20 45 57 
ane clas we niente ea tae wd Lamotte $37 $48 $49 
NONI. 5. ok tone cieet acatutoanenkencelouiaacabon $19 $38 $54 
BORRIOROL GOGGls (=) (FORIRIOD) o..« n sustenance = cedeben ence cquclacasceceoe $18 $10 —$5 
SRN gas cake e pada cesseakasenbtccunouhenbwies alonsconssantecaccuce 50 .77 1.10 
SOYBEANS 
POCO Gr RNIN 62 cola cc acwakcne dasunadacchascnwes 3 4 4 9 14 
etn I eam ewcaeae 6 7 7 136 204 
PERRO Sn NN ION og oro a sn aynecwasaeseucseass 1,091 1, 560 1, 385 14, 579 26, 764 
Insurance coverage (thousands) . ................-.-- $455 $687 $743 $8, 000 $17, 785 
Number of indemnities.....................-......- 183 205 155 901 2, 955 
PROGINS CRONIN ban go ne ck kei cassecsseusens $28 $45 $51 $500 $941 
Indemnities (thousands) - . ................-.......-. $21 $34 $33 $181 $537 
Surplus or deficit (—) (thousands) mae $7 $11 $18 $319 $404 
BN SUM ek ihc daichii. bic vo iedin simddsiebabtineodess 75 .74 - 65 . 36 . 57 
TOBACCO 
DO INE OIG oink ks cciecmndciiatbenimennnde 12 12 13 13 13 
DUE WII os Sc dncca canwacsasetseuansueaes 127 143 149 151 160 
POMIDIOT GE OURNNN Oo ics ccasdaasscucssnceaseucaes 86, 754 80, 796 71, 497 69, 294 72, 385 
Insurance coverage (thousands) . ........-...-..-..-- $72,482 | $59,088 | $46,600 | $58,000 $50, 286 
PEON Cr REIN 5 cw recncceccccscvacucdcddans 5, 483 3, 208 4, 251 2, 352 3, 219 
Ny WEI Soo oo cc ecastenscauacn $2, 720 $2, 175 $1, 629 $1, 650 $1, 734 
TOGO TINS LEROORORTIGG 6 oie an onacedacdancésees== $1,075 $618 $559 $310 $546 
Surplus or deficit (—) (thousands)..................- $1, 645 $1, 557 $1,070 $1, 340 $1, 188 
POUR NNN Fao a Seiya bak nh th 4otereenienn csp ccwess - 40 28 .19 31 
WHEAT 
TAI i Tc 24 22 22 23 24 
EOUIIOT WE CRONE. 6 6S cociited dncdobniosmbhseuaect 400 389 390 394 460 
ECIRII GE ONNOR Rs no, id cremiameaguaendoneat 124,757 | 112,576 | 107,516 | 100,384 104, 327 
Insurance coverage (thousands) --................-.-- $125, 245 | $114,341 | $88,400 | $99,000 $93, 928 
TY ORMIGH A ONE. acincdncdddscccdetdebodtcnnd 26, 960 24, 513 15, 136 3, 896 19, 560 
PGE CE ROEORIIND 6 ois ban Sac ncdscncnestcoscasas $13, 208 | $11, 306 $8, 106 $9, 432 $8, 881 
TORIES CERORIOINTD) «on cnn ccnsncucceeccecccs $16,682 | $12,341 $4, 858 $1, 491 $6, 134 
Surplus or deficit (—) (thousands) ..................- —$3, 474 | —$1, 035 $3, 248 $7, 941 $2, 747 
RUM ob tc bbe cadauksnexckuacddedeiewsoesed 1. 26 1.09 . 60 0. 16 0. 69 
SUMMARY 
fo we BEES Pe ee oe ee ee eee ae 41 39 38 38 38 
Number of county programs...............-...-...-- 888 | 948 989 1, 213 1, 488 
Deena Wr NOS Sn es. ade ccécnee ancemenabed 319, 958 324, 949 307, 604 324, 261 339, 403 
Insurance coverage (thousands) -...........-...-.-... $309, 847 | $307,000 | $242,100 | $260,000 | $278, 000 
PURO Cir RCIA no no iicniemceccéundsccunesce 52, 156 62, 081 44, 338 16, 811 43, 453 
Pens ACID , «. 3... cascnwenneneeeadeenmiaes, $22, 330 $22, 139 $17, 408 $17, 627 $19, 195 
Indetnities (chennai)... |... ...< 5 cccencnne-connnes< $25, 505 | $27,894 | $12,005 $4, 505 $13, 017 
Surplus or deficit (—) (thousands) -.....-...........-- —$3,175 | —$5, 755 $5,403 | $13,122 $6, 178 
SHOE ME ho Xoo esta ccumnecth eveadaacaaabdventbenen 1.14 1, 26 0. 69 0. 26 0. 68 





1 No program until 1956. 
2 For 1958 and 1959, represents crops insured. 
3 No program until 1959, 
4 No program until 1957. 


Mr. Wuirten. Mr. McLain, we will be glad to have your general 
statement. 
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GENERAL STATEMENT OF ASSISTANT SECRETARY 


Mr. McLatn. Thank you, Mr. Whitten, and members or the 
committee, we appreciate the opportunity of meeting with you again 
and discussing the operations of the Federal Crop Insurance C orpora- 
tion. 


1959 CROP YEAR EXPERIENCE 


We are pleased to re port that for the third consecutive year pre- 
mium income has exceeded indemnity costs; 1959 crop year premiums 
were $18.5 million compared to $14 million of indemnities. About 
62 percent of the 1959 indemnities was paid to insured producers 
in North Dakota, South Dakota, and Minnesota where losses were 
heaviest. Crop losses in these States were caused by excessive heat, 
hot winds, drought, green aphids, frost, snow, excess moisture, red 
leaf virus, and nonpollination. 

Approximately 339,500 crops were insured in 847 counties in 38 
States. Wheat continued to represent about one-third of the total 
crops insured. ‘Tobacco and corn crops accounted for approximately 
one-third more of the total with the remaining one-third distributed 
among the other insured crops. 

The total insured coverage in 1959 was about $264 million. Wheat 
represented about 36 percent of the liability, corn 20 percent, tobacco 
19 percent, and the remaining 25 percent was distributed among the 
other insured crops. 

CUMULATIVE EXPERIENCE 


Since 1948 when the program was placed on a limited experimental 
basis, premiums of $226.4 miilion have been earned covering protec- 
tion provided to farmers of well over $3 billion. During the same 
period a little over $220 million in indemnities have been paid to 
farmers who suffered crop losses through no fault of their own. Thus, 
for the 12-year period, premiums exceeded indemnities by $6.3 million. 
This is indicative of the progress we are making toward our objective 
of developing a sound crop insurance program and establishing ade- 
quate reserves to pay future unforeseen losses. While the $6.3 million 
surplus shows progress, we realize it represents only a small percentage 
of our average annual insurance coverage. 

The major reason for this favorable experience, of course, is the 
generally good crop condtions which have existed during the past 3 
years during which time premiums have exceeded indemnities by $23 
million. 

IMPROVEMENTS 


As coverages and rates are gradually adjusted to adequately cover 
the risk so that we will steadily progress toward our objective of 
premium income covering indemnity costs, it becomes somewhat more 
difficult to increase participation. The Corporation, therefore, has 
made some major changes in the provisions of the insurance policy 
directed at increasing participation by making the program’ more 
attractive to farmers. Some of the more important changes we have 
a made to accomplish this include: 

A new plan of insurance t} int eliminates the use of a fixed price. 
eee fixed prices were used to establish premiums, convert com- 
modity coverages to dollars, evaluate production, and determine in- 
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demnity amounts. In our efforts to stabilize the program the last few 
years the fixed prices were not adjusted frequently. Consequently, 
in some instances, especially for corn, the fixed prices we were using 
for insurance purposes were not sufficiently congruent with support 
and market prices on insured crops. In se ttling losses, the same fixed 
price was used that had been used in determining the premium. 
However, since this amount was occasionally above the market price, 
insureds frequently were dissatisfied when we valued their production 
on this basis. A reduction in the fixed price would have reduced the 
dollar amount of protection offered and would have adversely affacted 
the participation in the program. 

The new plan guarantees the policyholder a specified amount 
(bushels or pounds) of good quality production. The percent the 
policyholder falls short ‘ofthis guarantee is his “percent of loss’’ 
under the contract. The percent of loss applied to the dollar amount 
of insurance the policyholder selected from several choices available 

him determines the amount of his indemnity check. The loss 
starts at the same point regardless of the dollar amount of insurance 
selected and for this reason the premium rate per $100 of insurance 
is also constant. The higher the dollar insurance selected the higher 
the indemnity and premium will be since the percent of loss and the 
premium rate are both applied to the dollars selected. 

In tobacco insurance the guarantee is a specified number of pounds 
times the average market price and the percent of loss is determined 
by dividing the difference between the guarantee and the amount 
received for the tobacco by the guarantee (pounds times average 
market price). This provides ‘built-in’ quality protection for the 
tobacco policyholder. 

We feel that this new insurance plan will provide a more stable type 
of protection and will give the farmer greater latitude to select a level 
of coverage best suited to his needs. 

2. A 5 percent premium discount for insureds who file their acreage 
report within 30 days after planting and pay their premium at that 
time. In the past policyholders have been billed for premiums, just 
prior to harvesttime. Under this procedure insureds paid for their 
protection after the risk of loss was over. It had a tendency to cause 
cancellations in excess of the number that would normally occur if 
the premium were paid early in the risk period. 

The 5 percent premium discount provision encourages farmers to 
file their acreage reports and pay their premium early, thereby 

reducing cancellations and also distributing the heavy collection 
workload over two periods instead of having it concentrated at har- 
vesttime. 

PROGRAM EXPANSION 


The Corporation’s policy is to expand gradually. Experience prior 
to 1948, when the program was on a national basis, indicated that rapid 
expansion did not provide adequate time to develop and evaluate the 
data needed to establish a sound program in each county. Based on 
the knowledge gained from this experience, the expansion since 1948 
has been somewhat conservative, allowing time for the development 
of sound actuarial coverages and rates for new crops insured and for 
the expansion to new counties. 
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1961 BUDGETED PROGRAM 


The 1961 estimates for the administrative and operating expenses 
of the crop insurance program provide for an appropriation of 
$6,376,700, the same as was appropriated for 1960. so, included is 
an authorization to pay up to $2,830,000 from premium income for 
the operating and administrative expenses of the Corporation. This 
is an increase of $500,000 to cover the added cost of the planned ex- 
pansion of the program for the 1961 fiscal year. The budgeted pro- 
gram for 1961 is 425,000 crops insured in 880 counties, compared{to 
390,000 crops insured in 865 counties budgeted for 1960. 


BAR CHARTS 


We have a few experience charts that summarize our operations 
since 1948, and which might be helpful in furnishing information on 
our progress, if the committee is agreeable to inserting them in the 
record at this point. That concludes my statement and we will now 
be glad to furnish any additional information you might desire. 

Mr. Wuitren. We will be glad to have them in the record. 

(The charts referred to follow:) 
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8,611 5,951 
Wheat 


PREPARED DECEMBER 1959. 


Tobacco Combined Cotton 


Flax Corn 


1959 Crop Year 
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Federal Crop Insurance Corporation 


PREMIUMS AND INDEMNITIES 
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THE 1959 CROP YEAR PREMIUMS AND INDEMNITIES ARE BASED ON NOVEMBER 27, 1959 ESTIMATES. 
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QUALIFICATION REQUIREMENTS FOR NEW COUNTIES 







Mr. McLarty. Mr. Whitten, during our last appropriation hearing, 
you requested that we develop some standards that could be used for 
new counties desiring crop insurance, if we were to expand much 
more rapidly. Mr. McCartney will be glad to give the committee a 
summary of the criteria that have been de ‘veloped for this purpose. 

Mr. Wuirrex. We will be glad to have him present it. We intend 
to cover the whole question, so probably it would be better for us to 
have it presented at this time. 

Mr. McCartney. Mr. Chairman and members of the committee, 
during the 1960 budget hearings the House Subcommittee on Appro- 
priations for the Department of Agriculture and Related Agencies 
requested that the manager furnish a statement of the criteria which 
may be used as the basis for new counties to qualify for crop insurance 
expansion if insurance were made available to all counties where inter- 
est is shown on a broad enough basis. In accordance with this request, 
the following criteria, which have not been implemented in our formal 
regulations, are submitted: 

The Federal Crop Insurance Corporation shall make insurance 
ee ible in a county under the following conditions: 

. When a petition has been received “by the Corporation— 

(a) asking for and designating the crop to be insured, 

(6) estimating the number of farmers producing such a crop 
and the normal number of acres planted to such crop, 

(c) and containing the signatures and addresses of at least 100 
interested farmers and the estimated number of acres each 
normally plants of the crop or crops to be insured. 

2. When the Corporation shall have made the following deter- 
mination that— 

(a) The proposed county is not located in a marginal produc- 
ing area of the crop to be insured. 

(6) The income from the commodity or commodities to be in- 
sured does not constitute an unimportant part of the total agri- 
cultural income of the county. 

(c) All-risk crop insurance is not available from private insur- 
ance companies. 

(d) The crop is one for which an insurance contract has been 
developed beyond the experimental stage. 

(e) Sufficient actuarial data is available as a basis for under- 
writing. 

(f) The inclusion of the county will not disrupt the proper 
distribution of liability on a nationwide basis. 

(g) The expected premium income will justify the expenditure 
of the necessary administrative funds. 

(h) The facilities of the Corporation are adequate to establish 
the underwriting basis for insurance that year. 

3. The Corporation will estimate the average guarantee, the dollar 
amount of insurance and the rate for the county, and so advise some 
of the petitioning farmers. Upon receipt of this information, they 
may advise the Corporation that in their opinion there is still sufficient 
interest to proceed with establishing a program in the county. 

Mr. Wuirren. Thank you for that information, Mr. McCartney. 
It seems to me that you have put this in the proper order, with proper 
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safeguards to the Government and to the various areas. This will 


help us to answer questions when we are called upon by individuals. 
Sometime in the past we have been unable to clearly make it apparent 
to them as to why this program does not reach some counties. In 
other words, this passes the burden to the counties and it gives you 
the right to determine the basis. 

Now, has this criteria been used for the additional counties this 
year? I am sure you worked out something along that line before, 
but did you work up that particular criteria to the point of adding 
particular counties? 

Mr. McCartney. We have not implemented this criteria in our 
formal regulations. However, we did add one county for 1960 as a 
result of petitions we received. 


EXPANSION OF PROGRAM TO NEW COUNTIES 


Mr. Wuirren. If you could give us a list of the counties that par- 
tic ipate, I think it would be well to have that in the record by States, 
together with the planned expansion you have for next year. 

Mr. McCartney. I believe we do have a list. 

Mr. Wuitren. It may be in the tables. 

Mr. McCartney. They are listed on pages 77 and 78 of the explan- 
atory notes. 

Mr. Wuirren. If that is in the record, we might turn then to the 
new counties, by commodities and by States. 

Mr. Evans. They are not listed in the explanatory notes but we 
do have the information here for the 1961 crop year, and we could 
give you that or insert it in the record. 

Mr. Wuirren. You might give it to us if it is not too voluminous 
so we can have some idea of the spread. 

Mr. Evans. For the 1961 crop year, we are planning to go from 
865 counties to 880. That is an increase of 15 counties. 

Mr. Wuirren. And could we ask approximately how many agri- 
cultural counties we have in the country? If you don’t have that 
information now you can supply it for the rec ord. 

Mr. Mclain. The total number of counties in the country which 
are agricultural? 

Mr. Wurrren. Those that were predominantly agricultural, which 
are the areas in which you would operate. 

Mr. McLarn. I believe there are about 3,000. 

(The information requested follows:) 


NuMBER OF AGRICULTURAL COUNTIES IN THE UNITED STATES 


There are approximately 2,100 counties in the United States in which the acre- 
age of crops harvested is 10 percent or more of the total land area (1954 U. 
Agricultural Census). However, it is estimated that of these 2100 Saeieae 
700 are located in the eastern one-third of the Nation in which the acreage of 
insurable crops would be very small, or in the western portion of the Great 
Plains area in which the risk is very great. 

Mr. Evans. In the 880 counties we will have 1,607 county pro- 
grams, compared to 1,559 for the 1960 crop year. ‘To further explain, 
if we have wheat and corn in one count y, we count that as two county 
programs. For 1961, we plan an increase of 10 county programs in 
corn, 5 county pre ograms in cotton, 5 in barley, 2 in flax, 10 in soy- 
beans, 4 in tobacco, 2 in rice, and 10 in wheat. 











542 


Mr. Wuirten. In building up your budget estimates and your 
request to this committee, have your plans been firmed up for those 
counties? Or will you wait and see if they will meet the criteria? 

Mr. Evans. Well, our budget is tied very closely, of course, to the 
number of counties, because that determines the participation that 
we will have in the program. 

Mr. Wuirtren. Yes. But, are those counties as of now firmed up? 
Or is that still open to further evidence as to whether the counties 
that you may think now will qualify, might fail to do so? In other 
words, have you firmed up the number of counties or is that still 
subject to change? 

Mr. Evans. The distribution of counties is subject to change 
between now and the beginning of the 1961 crop year for the reason 
that we do have, occasionally, a county that will drop out for one 
reason or another and we would decide then to get another county. 
To the extent that counties drop out we, of course, replace them with 
other counties. 

ADEQUACY OF FUNDS REQUESTED 


Mr. Wuirten. This committee in times past has been very much 
disturbed as to whether the crop insurance program will prove out. 
I personally have wondered in the past about that, in view of the early 
experience. But I am glad to say for the record now that the improve- 
ments and changes that you have made give me some hope. I think 
that the program is an excellent one, if it is worked night, so that 
eventually we can have general coverage in those counties that 
might wish it, which need it, and which meets the requirements. 

Now, would it help you any if funds were made available so that, 
if more counties were to meet these criteria, you would have enough to 
take care of these counties? 

Mr. McCartney. I think I can answer that by saying that where 
we have had counties coming in with requests for insurance that meet 
the criteria, we have had sufficient funds to take care of them. Wedo 
not have a great number of these requests, however. 

Mr. Evans. I might add to that by saying available funds are 
always the primary basis upon which we have to consider our expan- 
sion. Increased participation is tied directly to contracts on which we 
must pay agents’ commissions and administrative costs. A contin- 
gency reserve in that respect might be helpful, but I feel, and I believe 
Mr. McCartney agrees, that along with our financial needs we must 
also consider our ability to develop the actuarial basis and secure 
the trained people that we would need to adequately administer 
the program. 

Mr. Wuirrten. In other words, you think the funds here are enough 
to meet the needs? 

Mr. Evans. Yes, sir; I believe that for 1961, barring any unforeseen 
developments, we could reasonably take care of any normal expansion 
that might be requested. 


RATE OF PROGRAM EXPANSION 


Mr. McLain. Of course, Mr. Whitten, the board of directors of 
this corporation, which is made up of two outsiders in addition to Mr. 
McCartney as manager and myself within the department, have felt 
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after the previous experience of the corporation, and also the direction 
which the Congress itself gave us, that we ought to be cautious if the 
program is to be put on a “sound basis. So part of the reason we are 
not moving as fast as some people would like is at the direction of the 
board itself. 

I think that is wise. After we have another year or two of pretty 
good performance, then we might take another look—and this is the 
purpose, of course, for the criteria being developed to expand a little 
more, because | think it does serve a very useful purpose. 

Mr. Wuirren. I thoroughly agree with you and I do think that 
several years of development would make the record brighter. But 
it should not make us forget to avoid the experience that we had some 
years ago. 

In w orking out this criteria, if it meets the proper standards, and if 
the counties meet all of this, and if they have the people to go into it, 
then I think the Congress will give some attention to making the 
funds available so that this may become more of a national program. 
We felt that these criteria and ‘this information should be distributed 
so that upon inquiry individual Congressmen and Senators would 
have a chance to see what is required ‘and to see what showing they 
should make. As the counties begin to make such a showing, then 
I think the Congress would feel obligated to make it available. 

Mr. Evans. Mr. C hairman, we feel that we have pretty well cov- 
ered the major wheat-producing counties. Of course, wheat is one of 
the oldest crops we insure, and in revie wing the plans for possible 
future expansion we find that further expansion in wheat is becoming 
somewhat limited. We have pretty well taken care of that crop but 
there are other crops where there is room for expansion. 

Mr. Wuirren. Of course, the other horn of the dilemma is that, if 
all of the wheat counties had had a complete failure, it might ‘be 
cheaper to pay the insurance than meet the cost otherwise. 

Mr. Evans. That very well could be. 

Mr. Wuairren. I personally wish to commend you again for the 
fine record that you are making. Nature he ‘Iped a whole lot last 
year, we know that. But it is the interw orking and the planning and 
the system that you have built up that counts. I commend you for 
that and I think that you have done a fine job. 

Mr. Marshall? 

Mr. Marsna.u. I, too, would like to join the chairman in com- 
mending you for the fact that your indemnities appear to be so favor- 
able and it looks as though this has been one of the better records 
that has been made. 

TOBACCO INSURANCE 


Mr. Wuitren. Mr. Natcher. 

Mr. Narcuer. Mr. Chairman, I want to join with you in your 
commendation of the accomplishments and achievements of the Fed- 
eral crop insurance program. 

Mr. Wuirren. Mr. Andersen. 

Mr. AnprerseNn. Mr. Chairman, I am glad to see that the subcom- 
mittee is unanimous in commending these gentlemen for the job they 
are doing. 
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VALUE OF CROP INSURANCE IN DAKOTA-MINNESOTA AREA 








I would like to point out the statement in Mr. McLain’s report 
where he says that about 62 percent of the 1959 indemnities were 
paid to insured producers in North Dakota, South Dakota, and Min- 
nesota where losses were the heaviest. In reference to that statement, 
that in itself shows that in 1959, just like the other year when north- 
western North Dakota was practically wiped out as far as wheat was 
concerned, that just shows the value to the economies in those areas 
of the crop insurance program. I do not, frankly, know what our 
area of Minnesota would have done otherwise because, first of all, 
we got dried out in small grains and, secondly, we had soft corn, 
The weather was such that the corn did not mature and, as I say, 
frankly I do not know what that area of the country including eastern 
North Dakota and western Minnesota would have done had they not 
had this cash from this program. ‘Times would have been consider- 
ably tougher had it not been for this particular program, and they 
were bad enough before the crop losses. Thank you, Mr. Chairman 






COMBINED CROP INSURANCE 





Mr. Wurrren. Thank you for your statement, Mr. McLain. Re- 
ferring to your statement about sending bills for insurance prior to 
the actual harvesting, I would agree that that is much easier than 
to wait until the year is over and the risk is apparently finished, unless 
you have a loss. I think that it will work out better. 

In going over the loss ratio which is included in the record, I notice 
that you had most of your general losses in the combined crop field. 

Each of the crops has had its ups and downs and that is one of the 
reasons for insurance. But you were either slightly below or right on 
the line, with the possible exception of the combined crops. 

As a result of that, are you expanding the combined crops or re- 
studying it, or making changes in premiums? 

Mr. McCartney. We are taking a look at the combined crops and 
separating them into the individual crops. 

Mr. Wurrren. That would make it easier to deal with. In my 
area, the combined crop of corn and cotton has this problem. Our 
rain pattern is such that when a year is good for the cotton crop, 
then we don’t make corn and if the weather is wet, then we make the 
corn and don’t make good cotton. I realize that it is complex, but 
[ noticed that most of your trouble is in that particular area. We 
realize that some crops are more of a risk than others and, after 
all, it takes years to gain experience and you have gained it. 


















USE OF 





SURPLUSES TO 






PAY CROP INSURANCE INDEMNITIES 





I am convinced that these so-called surpluses are going to have 
to be used in payment on carrying programs, to keep up the farm 
income, while the farmers cut the actual production down in the areas 
where there is overproduction. I am just asking this to see if you 
had any thoughts in the areas where there are surpluses, where they 
might pay insurance losses instead, and then the supply on hand 
under those conditions would be the same. 

Mr. McCartney. Well, actually, Congressman, there have been 
some bills before the Congress considering that, but the problem 





































545 


we found is that in a particular area we would lose our wheat and we 
would have to ship the wheat in because we would not have the surplus, 
perhaps, in that particular area. 

Mr. Wurrren. If you cut out the total wheat production you would 
have less of the commodity. However, if you merely transferred the 
commodity from the Government to the individual, then you have 
not done anything to the supply, so you would not have the benefit. 

Mr. McLary. The other thing, Mr. Whitten, and this happens, 
sometimes—to be specific, you have a short crop, only half a crop 
and the remainder of that crop in that locality might come up at the 
market price and if you pay the fellow for the loss and then start 
putting that on the market, you depress the market price. This has a 
tendency to offset what the market price does if you leave it alone. 
We in the administration have agreed to look at this payment in 
kind in other areas. But there is a real danger in trying to pay in 
kind because you interfere with the normal marketing system, and 
we do enough of that already. 

Mr. Wuirren. Well, if the production was held down intentionally 
to be replaced with Government supplies, presumably the total 
availability in the area would remain constant. 

Mr. McLain. The thing is that the farmer, when he has a smaller 
crop, expects better prices and if you pay in kind and this is poured 
into the market, we will have a market that is depressed and they will 
not like it, I am sure. 

Mr. Wurrren. In the insurance area I agree, but that does not 
necessarily apply with the other crops. 

Mr. McLain. No; if you keep your total supply down it will not 
have that effect but if you start—well, that is why we have section 407 
of the Agricultural Adjustment Act. 

Mr. Horan. Just one question. 

Mr. Wuirren. Yes, Mr. Horan. 


EXPERIENCE IN SOUTHWEST COUNTIES 


Mr. Horan. In your total experience, does that reflect the losses 
incurred in the 14 southwest counties? 

Mr. Evans. Yes, sir. That includes the $18 million we lost in that 
area since 1948. 

Mr. Horan. If it had not been for that experience your record 
would be much better: wouldn’t it? 

Mr. McCartney. $18 million better. 

Mr. McLain. Of course, that is part of our experience. 

Mr. SANTANGELO. Mr. Chairman. 

Mr. Wuirren. Mr. Santangelo. 


APPLE AND GRAPE INSURANCE 


Mr. SaAntTANGELO. Does the Federal Crop Insurance Corporation 
insure for losses on apples and grapes? 

Mr. McCartney. We do not insure apples and grapes. There is 
one peach county and several orange counties. 

Mr, SAnTanGeto, Well, I know that Mr. Horan would be interested 
in the case of apples, and so would I. Will you tell me why no such 
program exists with respect to that commodity? 
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Mr. McCarrney. Actually, from my experience we have not had 
any requests for it. 

Mr. Horan. It is not considered a good crop to insure. However, 
we do have hail insurance available from the old line companies and, 
in fact, we had a good deal of activity in the Okanogan country a 
vear or so ago out our way. The old line companies will insure on 
specific liabilities such as hail. I am not too sure whether you can 
get frost insurance on apples. 

Mr. McLain. I think, just hail. 

Mr. Horan. Of course, you have something to go on there; some- 
thing to insure against; and, of course, it is a matter of adjustment 
after the hail hits it. 


CROP INSURANCE PROGRAM IN NEW YORK STATE 


Mr. SANTANGELO. I notice that New York State is not included in 
the insurance program and | wondered: Have you received any peti- 
tions for coverage with respect to any of the agricultural products of 
the State of New York? 

Mr. Frerrs. We had a program in New York until about 1954 or 
1955, but the interest there was not sufficient to justify continuing 
the program and by action of the Board of Directors it was withdrawn, 

Mr. McLain. I think the real answer, sir, is that in your area you 
generally have pretty good crops; you do not have the hazards that 
many other areas have. 

Mr. Sanrance.o. Well, I know that the grape industry has some- 
times received losses. You have never had petitions? 

Mr. Frerrs. Not, to the best of my knowledge, from New York. 
We have had requests from California. 

Mr. SANTANGELO. Do you provide coverage in respect to grapes in 
California? 

Mr. Frerts. No, we do not. 

Mr. Wuirren. Thank you again for your appearance and your 
statements. 


| 
| 
| 
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